THE OUTLOOK 


Dividend Suspensions—Government Financing—Weak Position of Sugar—The Mexican Oil 
Stocks—Discount Rates and the Federal Reserve—The Market Prospect 


Be conditions have sunk into a state of apathy 


comparable to that which existed just before the war. 

The major industries of the country are quasi-dormant 
and give no indication of early improvement. Steel, coal, 
shipping, chemicals and the automotive industries are in an 
unfavorable position. The carriers, however, are doing some- 
what better mainly owing to the larger shipments of grains 
and livestock. The textile industries form a decided contrast 
with the industries mentioned above and may be considered 
on a fairly stable basis. 

Liquidation proceeds and the various markets have recently 
given proof that we are still some distance from final liquida- 
tion. The erratic but downward trend of foreign exchange 
has had a deteriorating effect on commodities which depend 
to a great extent on exports abroad. Money conditions, 
broadly, are not easier although they may be so a little later. 

The prospects for this Summer are not encouraging. It is 
doubtful that the volume of business activity will increase 
much during this period. Business uncertainty is very great 
and practically all the markets, by their downward course, 
indicate that the commencement of a genuine revival in indus- 
try is still some distance off. 

eo 2. «s 

PASSING THE past month has been unusually pro- 
DIVIDENDS ductive of dividend reductions or sus- 

pensions. The list of industrial concerns 

that have either reduced or passed dividends 
on common or preferred stocks or both is very long. Among 
the railroads, the movement has not made such progress, al- 
though some beginnings of it have been observed. In some 
cases, the dropping of dividends is due to abnormally poor 
profits or actual losses sustained in operation. In many others, 
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however, it is due to a stringent corporate policy of prudence 
designed to protect the cash and liquid resources of the com- 
panies affected, and to avoid the necessity of borrowing at 
banks under unfavorable conditions. Where the passing or 
curtailment of dividends is due to this conservative policy, it 
may be regarded as an ultimately beneficial factor. 
Whatever may be the cause of the various curtailments or 
suspensions, they are nevertheless embarrassing to individuals 
and institutions who are dependent on these sources of rev- 
enue for income. In many cases, no doubt, they are produc- 
tive of genuine hardship. Dividend reductions also have an 
important effect on the general current of trade inasmuch as 
they curtail the buying power of those who would otherwise 
use the funds for current purchases and expenses. The divi- 
dend situation is one phase, and not the least serious element 
in the process of industrial reconstruction through which the 
country is now passing. 
* * * 
SECRETARY MELLON’S plan for 
the issue of new Treasury notes run- 
ning three years as set forth in his first cir- 
cular embodying an offer of $500,000,000 
of such notes and certificates of indebtedness combined, has 
been favorably received by the financial community, as shown 
by a subscription of $750,000,000 for the offering. It may 
be expected that unusually strong support will be furnished 
not only by banks but by investors. In the past it has been 
possible to drive a large part of the securities out of banks 
and into the hands of investors and this policy it is desired 
to continue. But the new offering of Treasury notes is only 
the first of a series of such offeriags which are designed to 
take up the floating indebtedness and the Victory notes as 
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they mature; thereby changing the dates of payment and 
putting the time of eventual redemption forward perhaps till 
1928, when the third Liberty loan falls due. 

The problem, therefore, is a unuch larger one than appears 
on the surface, because it involves the conversion of a very 
large volume of bonds, aggregating not less than $7,500,- 
000,000, into another form. Interest comparisons are in- 
structive. The present Victory notes which are to be taken 
up in this way yield 434% when not exempt from surtaxes. 
The Treasury notes have been placed on the market at 51% 
for maturities up to one year. The new three year notes are 
rated at 534%. Secretary Mellon thus recognizes a high 
standard of interest return as existing in the market, and 
presumably as likely to exist for at least three years to come. 
The offering is interesting, too, in another way, since it indi- 
cates that our debt financing is to be on a temporary basis 
for several years, and that not for a good while can we expect 
to see the presentation of a comprehensive refunding policy. 
Perhaps this is just as well. 


* 


THE COLLAPSE 
IN SUGAR 


OR some weeks past the presence of an 
increasing degree of weakness in the 
sugar market and the steady reduction in 
the prices of sugar stocks have called atten- 
tion to the fact that that industry had not been “readjusted” 
to present conditions. Recent declines in sugar prices have 
apparently given reason for the belief that the bottom had 
by no means been reached, while as raw sugar has fallen the 
difficulties existing in various parts of the world where sugar 
is a staple product have naturally grown greater. Particularly 
has this been true in Cuba, where there is apparently no im- 
mediate prospect of relief for the sugar industry or for the 
financial interests dependent upon it, while in other parts of 
the world very similar conditions appear to exist. The indus- 
try is now paying for the government “booming” which was 
done during the war and particularly for the unduly large 
profits which were insured to the industry through special 
favors in financing, guaranty of fixed prices, and other meth- 
ods of “‘stabilization.” 


* * * 


MEXICO AND SECRETARY HUGHES'S note to 
THE OIL President Obregon of Mexico in which 
INDUSTRY he insists that before the United States 

grants recognition to that country there shall 
be an agreement upon the terms of a treaty designed to insure 
proper recognition for private property rights on the part of 
foreigners has been received with favor in many quarters. 
Technical critics are inclined to complain that international 
law does not warrant the exacting of a treaty on any subject 
as a preliminary, or prerequisite, to recognition. This may 
doubtless be the case. On the other hand there would seem 
to be nothing in international law preventing the withholding 
of recognition, especially where serious injustice has been 
inflicted upon our citizens. 

The American public has never relished the idea of going 
to war with Mexico, but there has apparently been no way 
in which we could secure a settlement of our just claims from 
the kind of governments that have existed in Mexico City. 
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As for the charge that the position of Secretary Hughes is 
intended to protect the interests of owners of oil rights in 
Mexico, that would seem to be largely irrelevant. If the 
rights of oil owners who are American citizens were legiti- 
mately obtained, it would be difficult to see why they should 
not be entitled to the same protection that is accorded to the 
rights of any other American citizen. 


* * * 
BANK S the season advances, the remarkable 
LIQUIDATION liquidation which is in progress in the 
CONTINUES 


Federal reserve system becomes more and 
more pronounced. Current returns of Fed- 
eral reserve banks show that the total amount of bills dis- 
counted held by those banks has already been reduced by 
fully one-third as compared with a year ago, the figure falling 
from a little under $3,000,000,000 to about $1,760,000,- 
000 at the middle of June. The great accumulation of 
gold which has added about $480.000,000 to the reserves 
of the system in the course of a year and has brought the 
gold holding up to a record high point is partly due to the 
peculiar position in which our foreign trade finds itself. 

The real factor of interest is the continued liquidation of 
bill holdings. This is partly due to the fall of prices enabling, 
as it does, a reduction in the amount of accommodation used 
in carrying goods, partly to the relative stagnation of business 
and partly to other factors, but the net outcome is to strengthen 
the condition of the reserve banks in a very material degree. 

The ratio of reserve to liabilities is now much higher than 
for a year past, being in the neighborhood of 60%, while 
an even higher figure has been reported by several of the 
northern and eastern reserve banks. The fact that rates of 
discount have recently been reduced at reserve banks by an- 
other cut of 2%, occurring in New York on June 15, and 
are by no means ahead of prevailing market rates seems to 
indicate that the liquidation has not been brought about, as 
some suppose, through the application of penalizing charges, 
but is the result of a natural movement in which the reserve 
institutions have simply taken the position of leadership which 
they would naturally enjoy by reason of their relationship to 
the rank and file of the commercial banks of the country. 


* * * 
MARKET How far liquidation, combined with 
PROSPECT short selling and organized raids, will 


carry prices, it is difficult to say. The aver- 
age price of 50 stocks is now below that 
recorded in December and there is no indication at this writ- 
ing that the decline in the market as a whole has culminated. 
The almost constant passing and reduction of dividends is a 
factor which makes the problem of forecasting especially 
difficult, particularly as the prospects for a revival in general 
business activity do not appear good for the immediate future. 
Another element which is likely to have a far-reaching 
effect is the amount of unsold securities in first hands, indi- 
cating a rather congested condition in the field of finance and 
a lack of absorption power on the part of investors. These, 
and other factors, combined with the practical failure of the 
plans heretofore projected for the revival of our foreign trade, 
seem likely to keep the financial skies in a disturbed condition 
for a further period. Tuesday, June 21, 1921. 
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When Will Business Recover? 


Causes Leading Up to Present Situation — What the Remedies Are — Attitude of the Banks 
By ROBERT O. LORD, Vice-President, Harris Trust & Savings Bank 


HE question that is uppermost today 

in the minds of perhaps 95% of the 
business men of this country is—When 
will business be back to normal? By 
“normal” we suppose they mean an aver- 
age condition of prosperity. 

When a doctor undertakes to cure a sick 
man he first diagnoses the cause of his ail- 
ment. Then he proceeds to treat him. 
Our patient—“General Business”—is sick 
from many causes. Some of the most im- 
portant may be summarized as follows: 

First—A general let-up in domestic 
buying in practically all lines, 
due partly to the “buyers’ strike,” 
partly to loss of confidence in 
values, and partly to scarcity of 
credit on account of the over- 
expansion in all lines. 

Second—A more or less complete 
shutting off of foreign trade due 
to financial conditions abroad, 
especially in Europe, and, in turn, 
to conditions in the countries of 
South America whose products 
enjoyed a broad European mar- 
ket. 

Third—Income and Excess Profits 
taxes that have taken vast 
amounts of cash from businesses 
whose working capital was in- 
sufficient to carry the load occa- 
sioned by the largely increased 
unit costs of inventories of raw 
materials, goods in process of 
manufacture, and finished prod- 
uct. 

Fourth—Rapidly shrinking unit pro- 
duction on the part of labor at 
a time when wages were increased 
beyond all reason, due to the 
scarcity of skilled and common 
labor. 

Take these four important causes of the 
“patient’s” illness—there are others—but 
take these four and eliminate any three of 
them and we shall find ourselves well on 
the road to business recovery. 


Daylight in Sight 

We can already see daylight on the first 
cause. The published statements of the 
Federal Reserve System as a whole, and, 
in fact, of the twelve individual Federal 
Reserve Banks, show with occasional set- 
backs increasing margins of reserves al- 
ready resulting in a lowering of the dis- 
count and rediscount rates to member 
banks. Generally speaking, the member 
banks are, in their turn, in a much 
stronger and more liquid position than 
they were six months ago, or even three 
months ago. Lower prices, lower labor 
costs, and a smaller volume of business 
mean less money tied up in the working 
capital of the manufacturer, jobber, 
wholesaler and retailer. 

Take, for example, a typical corporation 
and follow the course of its working cap- 
ital from 1914 to 1919. The average man- 
ufacturing concern ties up in working cap- 
ital from thirty to fifty cents for every 
dollar of its sales. By working capital is 
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meant cash (necessary to pay labor and 
current bills), customers’ notes and ac- 
counts receivable, raw materials, goods in 
process and finished products. A concern 
that, in 1914, did a business of, say, $500,- 
000, represented by 10,000 manufactured 
articles, had, say, $250,000 tied up in work- 
ing capital. The cost and selling price 
probably increased 100% by 1919 and the 
volume of business increased 50%. That 
would make 15,000 units in 1919 against 
10,000 in 1914, or a volume in dollars of 
$1,500,000 against $500,000 in 1914. That 
concern instead of having $250,000 tied up 
in working capital as in 1914, had in 1919 
a total of $750,000. It was no wonder 
that all of our banking institutions were 
loaned to the limit for the case just cited 
was more or less typical of thousands of 
corporations in the United States. 





9? 


What’s the matter with 
business ? 

How can the trouble be 
remedied ? 

How long will recovery 
take ? 

What will be the bank- 
ing attitude toward busi- 
mess expansion when the 
recovery does set in? 

These are the questions on 
everybody’s tongue. Vice- 
president Lord, of one of 
the larger trust companies 
of the Middle West, an- 
swers them in this article. 











History has shown that business stag- 
nation inevitably leads to easy money and 
declining interest rates. Commercial pa- 
per that six months ago was selling at 
from 7%4% to 8% discount is now selling 
at 64% to 7%. We are already on the 
way to lower money rates. 

The commodities which suffered per- 
haps the most severe decline and which 
were among the first to fall in price, such 
as silk, wool and hides, have already 
shown a slight improvement from the low 
figure, showing that there is a return of 
confidence in values. 

Foreign Trade Chief Difficulty 

The second cause mentioned above, 
namely, the more or less complete shutting 
off of our foreign trade, is perhaps the 
most difficult of any to see the solution. 
In past years the “balance of trade” was 
the principal governing factor in the value 
of foreign moneys as compared with the 
American dollar. Today it is only one of 
many factors, among which are the ques- 


tion in some cases of the civil and finan- 
cial stability of the foreign governments 
and the undreamed of inflation of the cur- 
rency of the European countries which in 
years past were the biggest buyers of the 
surplus of America’s raw materials and 
finished and semi-finished products. With 
the tremendous debt of European nations, 
cities and corporations to America and its 
investors, we are in a position to exert the 
most powerful influence imaginable on 
the financial recovery of Europe—a recov- 
ery that can only be accomplished by the 
co-operation of both government and in- 
dustry of the United States and of the 
debtor nations. The foreign banking cor- 
porations cannot accomplish it alone—the 
United States as a nation and the citizens 
as individuals must all “put their shoulders 
to the wheel” if the recovery of Europe, 
and incidentally of business in our own 
country, is to be complete. 


The Tax Problem 

The third cause—the income and excess 
profits tax problem—is a serious domestic 
one with which our present administration 
is now wrestling. While we all recog- 
nized that the present tax laws were a 
burden, we found that the successful cor- 
poration could carry that burden so long 
as business was running in such volume 
and with such profits as during the eight- 
een months from January, 1919, to July, 
1920. With business in its present state 
of stagnation and a majority of the cor- 
porations showing losses for the period 
from January first of this year, the prob- 
lem is serious; for most concerns, in spite 
of shrinking cash resources, are obliged to 
pay large sums to the government against 
the 1920 earnings. 

Perhaps the excess profits tax is to be 
preferred to the sales tax—but what- 
ever the new legislation provides, it is 
to be hoped that the taxes will be pay- 
able more nearly concurrently with the 
profits as they are made. It is doubtful 
if any income tax law can be prepared 
that will be effective for more than 
three or four years as a producer of 
income to the government. Business, 
in order to protect its resources, tries 
in perfectly legitimate ways to so con- 
duct its affairs as to reduce its income 
and excess profits to a minimum, and if 
reports from our friends in Canada are 
correct, the sales tax has not proven a 
thorough and unqualified success up to the 
present time. 

The solution of this entire question 
should be left not to men who may be 
afraid, for political reasons, to distribute 
the burden among the people as a whole 
on a just basis, but to the economists, 
business men, bankers and others who are 
qualified by training to work out the new 
tax laws. Let the administration and the 
lawmakers work toward a substantial re- 
duction of governmental expenditures. 


Living Costs Equalizing 
The fourth cause of the patient’s 


troubles—decreased production at unheard 
(Continued on page 292) 
































Eugene Meyer, Jr. 


His Early Career—How a Friend Accounts for His Success—His Plan for a World-Wide Wall Street 


Editor’s Note.—Wall Street men, fa- 
mous for their generosity, do not confine 
themselves to material gifts alone. In 
the country’s annals there is a long list 
of names famous originally for the finan- 
cial genius of their bearers, but better 
known later for their contributions to 
the social and political upbuilding of the 
world. H. P. Davison who, with a genius 
for organization, developed the American 
Red Cross into a world organization and 
thereby contributed incalculably to the 
relief of human suffering and distress; 
Thomas Lamont, the guiding spirit of 
the Chinese banking consortium, in 
which authorities see the hope of the 
Asiatic races; Frank Vanderlip—news- 
paper man, bank builder, ist and 
philanthropist; Bernard M. Baruch, the 
financial adviser of a president and 
prominently mentioned in connection 
with one of the largest co-operative 
undertakings ever launched in _ this 
country; General T. Coleman du Pont, 
with his Inter-Racial Council and his 
a4nnumerable other efforts on behalf of 
the newcomers to our shores; the house 
of Morgan, whose activities involve the 
employment of millions of people— 
these are but a few of the steadily grow- 
ing list of men who have “come out of 
Wall Street” and helped make the world 
a better place to live in. 

It is worth while to inquire into the 
affairs of such men as these. More so 
than ever when you select such a man as 
Eugene Meyer, Jr., for this man’s biog- 
raphy (if he would but let it be written) 
is crowded with the record of practical 
accomplishment, of things done for the 
common good; his attitude toward living 
has a saneness and clarity about it that 
is more than refreshing; and he is, today, 
an authority on one of the most vexing 
problems confronting this country. 


MEYER’S CAREER 


IS father, a French Jew, came to this 

country and settled in California in 
1857, became an American citizen and suc- 
ceeded in business. Later he came to New 
York and went into Wall Street as a mem- 
ber of the firm of Lazard Fréres, conduct- 
ing a foreign exchange and banking busi- 
ness. 

Eugene, Jr., graduated from Yale with 
honors at the age of 21, spent two years 
in Europe studying economics and finance, 
and then came to Wall Street at the age 
of 25 years. He began business in the 
name of Eugene Meyer, Jr. & Co. For 
sixteen years this firm did a big business, 
specializing in the marketing of railroad 
and mining securities. He worked a great 
deal in conjunction with Bernard Baruch 
and the Guggenheims, aiding materially 
in the development of the copper industry, 
especially as regards placing low-grade 
copper mines on a paying basis. He was 
for many years a member of the listing 
committee of the board of governors of 
the New York Stock Exchange, and al- 
ways advocated searching investigations of 
the applications and reports of companies 
listed on the Exchange. 

At the outbreak of the World War he 
turned his attention to certain branches 
of the chemical industry and mastered 
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By WILLIAM McMAHON 


the subject so far as the word mastery 
can apply to this exhaustless subject. 
When the United States entered the 
war, Mr. Meyer, Jr., lost no time in 
going to Washington. He went as a mem- 
ber of the Council of Nationai Defense. 
He severed all connection from his Wall 
Street business. He served as an assistant 
on the General Munitions Board and aided 
in the work of the War Industry Board, 
especially in the department of non-ferrous 
metals so that the Allies as well as this 
country were kept supplied with the es- 
sential materials. He became a member 
of the National War Savings Committee, 
and in 1918 was special assistant to the 
Secretary of War in investigating the air- 
craft situation. The same year President 
Wilson appointed him to the Board of 
Directors of the War Finance Corpora- 
tion, and in January, 1919, he was made 
Managing Director. This last position he 
resigned May 30, 1920, although his ac- 
tivities are still directed from Washington, 


EUGENE MEYER, JR. 


where he is engaged in important work for 
the War Finance Corporation. 

To show what Mr. Meyer thought of 
education and training in business and 
in finance, the first thing he did when he 
began to get rich seventeen years ago 
was to found and endow the Yale Uni- 
versity Public Service Fund, in the sum 
of $100,000, which he alone still main- 
tains and supports. This fund is for the 
purpose of educating young men for pub- 
lic service. He has always held that public 
service requires the best of skilled knowl- 
edge. 

The Secret of His Success 


What is the secret of his success in 
business? I put this question to one who 
knows Mr. Meyer, Jr., well. Said this 


man, “The secret of Gene Meyer's suc- 
cess is not due altogether to his thorough 
knowledge brought to bear on the business 
in hand, nor is it due altogether to his dis- 
position to public service. Probably the 
secret of his success, more than in any 
other one direction, lies in his ability to 
work with men. Added to this he is al- 
ways kind and just, never cringing and 
never crowing. He is proud but not 
vain. He always has been bigger than 
his job, and therefore has poise. People 
like him, which is a pretty sure basis for 
success.” 


Why President Wilson Called Him 


President Wilson called Eugene Meyer, 
Jr., to Washington because he could do 
team work. He had succeeded in busi- 
ness. Men spoke well of him. He had 
established a reputation in Wall Street 
not only for efficjency, but for honesty 
and fair dealing. He knew the mining 
business from top to bottom, and he 
knew the chemical business. Bernard Bar- 
uch was quick to testify to his worth and 
work, Mr.° Meyer’s knowledge of finances 
and all the other angles of his Wall Street 
business fitted him to do his work well 
in Washington, how well is best attested 
by President Wilson’s letter accepting his 
resignation as Managing Director of the 
War Finance Corporation: 

. “You have served the Government in various 
important capacities during the war and since in 
@ fine spirit of unselfish patriotism. You assisted 
the War Industry Board, served as a er of 
the National War Savings Committee, acted as 
special representative of the Secretary of War 
in air-craft work, made a = trip to Eur 
in connection with financial matters during t 
Peace Conference, and, finally, you served 
as a Director of the Wer Finance Corporation 
since its organization, or for a period of two 
peers, during more than half of which time you 
have been the active executive officer of that body 
im the capacity of Managing Director. I have 
known, particularly from the Secretaries of the 
Treasury with whom you have been associated 
of your readiness ever to place your talents and 
time at the disposal of the Government in the 
solution of many perplexing problems that heave 
confronted the nation during the three 
crowded years. The War Finance Corporati 
with no precedents to guide it, efficiently 
successfully fulfilled the important mission for 
which tt was created, and credit for the results 
achieved is attributable, in no i degree, to 
your effective leadership and signal service. 
cannot permit the occasion of your resignation to 
pass without expressing my deep qane of 
the notable and loyal service you e rendered 
to your country with the single aim of perform- 
ing the duties of a patriotic American.” 


Meyer’s Project 

Mr. Meyer is a conceiver of big things, 
and he has the success habit with the 
plans that he conceives. Perhaps his cul- 
minating conception is his plan for a 
world-wide Wall Street. It shows the 
mental breadth of the man, his vision 
and his capacity for original thinking. 
But let him talk for himself: 

“Twenty-five years ago our bankers 
showed little interest in foreign trade and 
international finance. Then Europe did the 
financing. In the subsequent period, when 
a small number of national banks and 
trust companies in a few financial centers 
financed our international trade in con- 
junction with foreign banking capital, our 
bankers still concerned themselves but lit- 
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tle with international finance. In the first 
two years of the World War, they began 
to learn that foreign government loans had 
an important relation to our domestic 
trade. From our entry into the war until 
late in 1919, our government loans in- 
directly financed a large part of our for- 
eign trade. But during the past year 
and a half all domestic bankers have 
been taught by hard experience some- 
thing of the significance and meaning 
of foreign trade and _ international 
finance. Markets, declining abruptly in 
price and in volume, strikingly emphasized 
their present importance. The congestion 
in the movement of goods, resulting in 
great measure from the breakdown in the 
international financial machinery, caused 
a corresponding congestion in bank loans, 
and domestic bankers learned that the in- 
ability to move goods to foreign mar- 
kets was reflected not merely in the mar- 
kets for goods which depend upon foreign 
demand. They learned also that the do- 
mestic consumption of American products 
was vitally dependent for its capacity— 
for its buying power—on the smooth work- 
ing of the whole machine of production 
and distribution, and that the breakdown 
in the foreign trade in American agricul- 
tural products and manufactured goods 
was equivalent to a breakdown of the whole 
machine. 
Time for National Policy 

“We must develop a national policy to 

meet the new conditions now confront- 


ing us. The policy must be one which 
the people can understand and support. 


It must be a policy in the interest of the 
Nation as a whole, based on the facts 
of our natural conditions, and founded 
upon the faith and ideals of the people. 
It must be broad enough to indicate a 
general direction for our industry and 


finance. It must take cognizance of labor 
conditions and of social relations at home 
and abroad. It must be honest and gen- 
erous towards others, but it must firmly 
protect American rights and American 
purposes. It must be based upon the 
principle of ‘live and let live.’ It cannot 
be narrowly selfish and succeed. But 
if it pursues an ideal not rooted in reali- 
ties, it will no less certainly fail. 


“Not only do we need to develop poli- 
cies, but we need to create organizations 
to carry them out. To what extent shall 
such organizations be governmental? To 
what extent shall they be private? And 
how may they be related advantageously 
to each other? Both Germany and Eng- 
land have advanced further than we in re- 
lating business to government in the con- 
duct of foreign trade. The English Board 
of Trade is a highly centralized organiza- 
tion of business and government whose 
president sits as a member of the cabinet. 
Germany, through its system of kartels, 
likewise had highly centralized its busi- 
ness organizations and compelled their col- 
laboration with the government. But this 
had been carried to such an irksome de- 
gree before the war that there was a great 
cry for freedom from bureaucratic con- 
trol. These organizations were built up 
in England and Germany to conform to 
their own conditions. We should stidy 
them and decide .what they contain of 
value to us, but we should not attempt 
to imitate them. They are suited to coun- 
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tries with geographical and political con- 
ditions quite different from those obtain- 
ing in this country. In such matters, let 
us heed our war experiences. Our in- 
dustrial organization differed radically 
from the European forms, because it was 
built up to suit our own country. It was 
based fundamentally upon co-operation and 
not upon control, and it could have been 
successful in maintaining production in 
no other way. Over-centralized govern- 
mental control would be fatal in America, 
because our great distances and our di- 
versified geographical conditions make 
such control unsuitable to our business 
as well as distasteful to our people. 

“Our foreign trade organizations must 
have a continuity of policy. Like our 
naval, military and diplomatic policies, a 
trade policy must be continuously sus- 
tained in order to be effective and should 
not be subject to sudden changes with 
the advent of each new political adminis- 
tration. In this way, our producers, our 
merchants and our bankers would learn 
to value foreign trade from a long-range 
point of view, and would be able to plan 
for more remote as well as for immediate 
conditions. 


A World-Wide Wall Street 


“Though we do not intend to imitate 
European methods, their pre-war financial 
structure, nevertheless, offers one sugges- 
tion which I consider of immediate and 
permanent value to our reconstruction pro- 
gram. I refer to the establishment in 
American financial centers of properly 
safeguarded, broad, public markets for 
sound internal securities of foreign coun- 
tries, either governmental or industrial, in 
foreign currency terms. World financ- 
ing can operate freely only through 
world-wide markets for investment se- 
curities, and, in my opinion, no more 
important adjunct to the international 
commercial situation could be provided 
than through a properly established in- 
ternational security market. No ma- 
chinery would work, in a large way, 
more automatically, more smoothly, or 
more effectively. A broad investment 
market is greater than any banking 
firm or syndicate of bankers. 

“When the banking for American im- 
port and export business was done very 
largely by foreign banking institutions and 
with foreign capital, these facilities were 
furnished to us, as a debtor nation, by 
European public markets. As pre-war 
conditions are reversed, it might be ex- 
pected that similar facilities would, under 
present conditions, be placed by us at the 
disposal of at least some of the foreign 
countries. If there is any idea that, in the 
future, we are going to play a larger role 
as a financial center in this world situa- 
tion than we have in the past, we must 
determine to establish an international se- 
curity market in this country. And let us 
remember that merely the dollar obliga- 
tions of the foreign borrowers, no matter 
what the quantity may be, will not make 
= American international security mar- 
et. 

“If the financiers of Europe, in co- 
operation with those of America, would 
undertake to create in our financial 
centers a properly safeguarded public 
market for sound internal securities of 
the European countries, I believe that 


it would be an important factor in the 
effective readjustment of international 
economic relations. It is frequently 
stated that balances arising from ex- 
changes of goods and services are set- 
tled principally by gold, but those who 
are familiar with the magnitude of the 
international security operations in pre- 
war days are well aware of the fact 
that the purchase and sale of securities, 
having broad public markets simulta- 
neously in more than one international 
financial center, attained an importance 
in the readjustment of international 
trade balances far greater than the flow 
of gold. 
What We Might Have Avoided 

“In reviewing the history of the past 
two and one-half years, it is difficult to 
understand why this important element in 
the situation has been neglected. I make 
bold to say that, if the European financiers, 
in co-operation with American bankers, 
had taken steps to foster the marketing 
of their internal governmental obligations, 
as well as the obligations of municipalities 
and of industrial companies, exchange 
fluctuations would have been very much 
less violent. I also believe it to be true 
that the entire level of the international 
exchanges would now be quite different 
and much more favorable to the Euro- 
pean nations if such steps had been taken. 
Even now, it seems to me, action along 
this line would be decidedly helpful. It 
goes without saying that, if foreign in- 
ternal securities are to be introduced into 
our markets on a large scale, they neces- 
sarily will have to be tax exempt in the 
hands of American holders, as the Ameri- 
can investor cannot afford to be taxed in 
two countries at existing rates of taxation. 

“American investors are accustomed to 
the protection afforded by engraved cer- 
tificates, certified by responsible transfer 
agents and registrars, and there is no rea- 
son why they should not secure this pro- 
tection by having American bankers and 
trust companies issue local certificates 
which represent the deposited foreign cer- 
tificates. Any dealer in international se- 
curities should be able to buy these foreign 
securities in the open markets of Europe, 
and, at a moderate charge, to have his 
European certificates exchanged for an 
American certificate, which would be good 
for delivery in our markets. The result 
would be: (1) The furnishing, through 
the investment market, of large aggregate 
amounts of funds for financing our trade 
with European countries; (2) the mate- 
rial broadening and consequent stabiliza- 
tion of the exchange market, which would 
enable business men to make calculations 
based upon very much less erratic fluctua- 
tions in exchange quotations; (3) the as- 
sisting of European markets in disposing 
of internal securities, because European 
investors would have the advantage of an 
international market instead of merely a 
local market for their issues; and (4) the 
internal loans of foreign countries would 
be made available as collateral for secur- 
ing short or long accommodation from 
various sources in America, including the 
War Finance Corporation, 

“In the countries that depend upon im- 
ported food supplies, an improvement in 
exchange rates, which reasonably might 
be expected to follow the establishment of 
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Her Quick Recovery—What the Germans Left Behind—Trade Opportunities for America 


Editor’s Note—“Of all the warring countries of Europe, none has resumed its pre-war activities on 


so great a scale or with so much success as Belgium.” 


General of the United States to Belgium, in a recent official report. 


The following analysis tells the story. 
in official quarters and is the ninth of our “New Prosperity” series dealing with the 


and industrial position of the countries of the world. 


HE excellent condition of Belgium’s 

finances and the perfect organization 
of her industries when the war broke 
out, have to a large extent made her re- 
covery possible. With an area hardly 
larger than the State of Vermont, and a 
population equal to that of the New Eng- 
land States only, Belgium was, in 1914, the 
most intensively cultivated country in the 
world. Her resources, her industries, the 
work of her people had given her the 
eighth place amongst the nations of the 
world in wealth; the sixth place in volume 
of total foreign trade and the first place 
in actual trade figures, per capita. 

In 1918, however, Belgium was almost 
exhausted. Under the weight of German 
occupation, not only did the population 
have to pay innumerable taxes, but it had 
to surrender horses and cattle to the in- 
vader. The railroads were destroyed or 


practically put out of commission. The 
splendid system of waterways had become 
fense and consequently rendered unfit for 
in German hands strategical lines of de- 
normal transportation. The highways 
were broken up by constant military traffic. 
The machinery of the big mills was stolen 
or purposely destroyed and the blast fur- 
naces were systematically damaged. So 
when the fighting came to an end, Belgium 
was left almost an empty shell. 

Against these odds, the Belgians, with 
indomitable tenacity, at once went to work, 
with the result that, after hardly more 
than two years of peace, the country has 
almost returned to normal life. 


Agriculture—Railways—Port of Ant- 
werp 

Besides being intensely an industrial 

country, Belgium is also very much devel- 

oped in her agriculture. Before the war 

almost half the area of the country was 

cultivated, namely 4,382,629 acres out of 
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THE COCKRILL MILLS AT LIEGE 


The chief metal industry of Belgium lies in the Muese valley and the principal 
manufacturing center is the famous town of Liege 
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So, in effect, said Henry W. Morgen, Consul 
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7,275,525 acres. 

Figures show that in 1920 there were 
more than 300,000 farms in full operation 
of which about 28% had the lands culti- 
vated by their owners. About one-seventh 
of the population of Belgium is working 
on farms. 

The devastated region in West Flanders 
comprised 250,000 acres; by the end of 
1922 they are expected to have been re- 
claimed. 

All through the country, agricultural 
activity was resumed with intensity imme- 
diately after the armistice. The crops now 
fully equal those of 1914; the beet sugar 
crop even showed, in 1919, a considerable 
excess over what it was in 1914, 

War activities and German occupation, 
were, when the armistice was signed, re- 
sponsible for the destruction of about 2,000 
kilometers or about 1,250 miles of rail- 
roads, about 1,800 bridges and 600 kilo- 
meters of canals. Moreover, about 60,000 
railroad cars and about 2,500 locomotives 
had been taken by the Germans; telephone 
and telegraph systems had been put ovt 
of commission. 

At present all railway communications 
are insured’ as per pre-war schedile, 
bridges have been rebuilt and roadbeds 
have been made over. Receipts on traffic 
of freight and passenger trains, show an 
increase in 1920 running into hundreds of 
millions francs. 

In spite of the wave of business depres- 
sion, the incoming tonnage in April, 1921, 
exceeded that of 1920, by 143,888 tons. 
During the first four months of 1921 there 
was an increase of 880,686 tons over the 
first four months of 1920. 

During the first two months of 1920, 
official figures give, with regard to incom- 
ing tonnage, 1,183 vessels representing 
1,415,974 tons. For the first two months 
of 1921, figures give 1,174 ships repre- 
senting 2,026,187 tons, 

At present large quantities of nitrate 
fill the warehouses. Antwerp has become 
the principal port for shipment of nitrate 
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and potash for the countries of middle 
Europe, such as Germany, Switzerland, 
Eastern France, Italy. 


Merchant Marine, Coal and Other 
Industries 


The Lloyd Royal Belge, which is the 
first great shipping organization in Bel- 
gium, and which was created during the 
war, increased in 1920 the number of its 
vessels from 32 to 85, bringing her tonnage 
to 550,000 tons; 20% of the traffic of 
the port of Antwerp in 1919, was carried 
by the Lloyd Royal Belge. 

The coal industry suffered in Belgium 
on account of abnormal wear and tear 
during the German occupation; but these 
and other handicaps have been overcome 
and in the first three months of 1920, the 
output of coal actually exceeded the pre- 
war production, representing in April, 
1920, 105% of the production in the cor- 
responding months in 1913. 

Extensive deposits of soft coal discov- 
ered just prior to the war in the Limbourg 
district are now being exploited. 

In 1913, Belgium was famous through- 
out the world for her high grade steel and 
the skill of her steel workers; she stood 
fifth, with her 7,000,000 inhabitants and 
in number of blast furnaces being out- 
ranked only by the United States, Ene- 
land, Germany and France. 

Those of her fifty-four blast furnaces 
which had been ruthlessly dynamited by 
the Germans and which have been rebuilt, 
have now a daily output in many instances 
greater than in pre-war times. 

The Belgian zinc industry was famous 
as well. Before the war it supplied more 
than one-fifth of the world’s output of 
unmanufactured zinc, three-fourths of her 
production being exported. It was almost 
completely destroyed during the German 
invasion; only lack of raw material pre- 
vented, after the Armistice, complete re- 
sumption; but in March, 1920, the output 
was already 66% of normal pre-war pro- 
duction. 

The plate glass industry employs more 
than 12,000 workmen in Belgium today. 
In 1913, 38,400 tons of plate glass were 
exported; in 1919, less than 7,000 were 
exported, but in 1920, more than 38,500 
tons were exported. With regard to glass 
bottle manufacturing, in 1913, less than 
5,000,000 kilos were exported; in 1920 al- 
most 14,000,000 kilos were exported. 


Consul Morgen’s Report 


The following is, in part, the repro- 
duction of the valuable report on Belgium 
submitted recently by Mr. Henry H. Mor- 
gen, Consul General of the United States 
at Brussels: 

“In spite of the utter chaos existing at 
armistice and the setback in reconstruc- 
tion due to severe snow storms of last 
January, the Belgian Telephone and Tel- 
egraph Department states that up to July 
1, 1920, 282 central telephone offices out 
of* 283 had been re-established. Of tel- 
ephone subscribers in 1914, 80% have been 
refound. 

“Reconstruction, it is said, would have 
been more rapid but for the complete re- 
moval or destruction of all copper wire 
and other material by the Germans. On 
the eastern lines not a single wire was left. 
In Brussels, the large and spacious instal- 
lations were sacked: Some of the com- 
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mutators have been found in Berlin, and 
engineers sent to recover them. The ma- 
terial taken from Brussels alone is valued 
at more than 2,000,000 francs, and that 
from Belgium as a whole at more than 
70,000,000 francs (pre-war basis). In 
Ostend and Ghent, telephone and telegraph 
equipment was broken with hatchets and 
sulphuric acid thrown over everything that 
could not be destroyed. 


“In 1913, the Belgian textile industry 
exported goods to the value of 391,657,622 
francs. While the German invasion left 
its trace in wrecked or damaged factories, 
the textile mills got under way sooner 
than such others as iron and steel. The 
least damaged cotton mills started opera- 
tions in March, 1919, and more began the 
following April, May and June. 

“According to official Belgian statistics 

















THE HARBOR, ANTWERP 
Since the Middle Ages, Antwerp has been the chief commercial port in Belgium and 
recently has become the principal port for the shipment of nitrate and potash to 
middle Europe. 











SPECIAL FOREIGN TRADE OF BELGIUM 
FOR FIRST QUARTERS OF 1920 AND 1921 
———_Tonnage—_, -—Value in Francs——, Variation in 
General Commerce: 19: 1921 1920 1921 Franc Value 
BMBGTD cocccccces 2,831,566 4,219,685 3,0738,238,000 2,744,551,000 —$28, 687,000 
Exports § .........+ 2,175,334 3,320,192 1,728,910,000 1,944,162,000 +215,252,000 
BELGIAN CONGO 
GENERAL AND SPECIAL COMMERCE IN 1920 
In Francs 
Increase Increase 
Imports Over 1918 Exports Over 1918 
RE ‘,unennsscoetacnasas 90,997,112 4.63% 228,391,294 85.14% 
8) PF pectuenancenthastease 85,681,001 14,87% 204,146,254 82.32% 

















“The navigable waterways in western 
and southwestern Belgium were gravely 
damaged by the German armies in their 
retreat during October and November, 
1916, canal locks being blown up, dikes 
cut, and many areas inundated. 

“As fast as this territory was liberated, 
the Roads and Bridges Service began 
clearing waterways in an effort to restore 
as soon as possible a great national need. 
Dispersion of personnel and lack of mate- 
rial complicated the task, but the will to 
reconstruct Belgium was so energetic and 
pervasive that by January, 1919, the work 
was in full swing. 

“All branches of the textile industry are 
represented in Belgium,—fiax, cotton, jute, 
hemp, wool, and artificial silk. The cen- 
ter of woolen-goods manufacturing is at 
Verviers, while the other textile mills are 
located in East and West Flanders. They 
include some of the largest on the Conti- 
nent. 


the number of workers in the textile in- 
dustry in December, 1919, was 61% of 
those in 1913. 

“Buying large quantities of raw cotton 
from the United States after the armistice 
when exchange was still comparatively 
low, many Belgian mills began intensive 
production for home needs and for export. 
Their output remained steady during 1919, 
despite the continued rise in the dollar 
which made purchase of raw materials 
dificult. By April, 1920, production had 
reached 82.32% of that for 1913. The 
number of spinning spindles had increased 
84% since 1912, totaling 1,662,186. 

“Flax mills, like the cotton, suffered 
from loss of electrical equipment, belting, 
copper parts, carding apparatus, cables, 
etc., while four mills were destroyed. The 
least damaged opened work in the Spring 
of 1919, and resumption was at its height 
by August. In 1914, the flax mills num- 

(Continued on page 294) 
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What Do We Get Out of Foreign Trade? 


From a Purely Selfish Standpoint, Is It Worth While?—The Machinery That Would Be Needed 


T is nearly impossible at this time to 
determine with any degree of satis- 
faction the motivating causes that have 
resulted in the various movements of the 
Nomadic races and Asiatic tribes across 
Middle Europe, or to determine the rea- 
sons why other tribes and races through- 
out the world have crowded and fought 
across continents and into other continents. 
It is safe to assume, however, that these 
movements have always occurred under 
conditions of pressure; sometimes re- 
ligious, sometimes political, but probably 
more often economic. 


By HENRY M. ROBINSON 
President of the First National Bank of Los Angeles and the Los Angeles Trust and Savings Bank 


Europe, our national isolation in com- 
merce had reduced to the minimum our 
ability to study or to know in any thor- 
ough way the business relationships be- 
tween the various nations of Europe and 
the other nations of the world, this 
because we felt no interest in the prob- 
lem. 

Today ‘it is generally accepted that we 
must understand this relation thoroughly 
and in very increasing measure take part 
in the solution of the economic and ‘politi- 
cal problems resulting therefrom. 

Generally speaking, the problems that 
have followed the war have been dis- 
cussed from the standpoint of the duty 


Frankly, the people of our country have 
dropped back from their position of 
idealistic helpfulness to one that may be 
crudely stated in the words, “What do 
we get out of it?” This attitude is par- 
ticularly true in the case of many of our 
business men whose experience has 
brought them in contact only with the 
commercial problems which confront our 
country today. 

Merely for the sake of not confusing 
the argument, let us, for the moment, 
take the position that we owe no duty 
to anyone except ourselves. Let us ap- 
proach our subject from the angle of 
“What do we get out of it?” and with the 
complete elimination of any 
idealism or of any thought of 





There is, however, a fairly 
general agreement among 
students of ethnology that in 
the not too distant future the 
Asiatic races of color other 
than ours will in some degree 
of combinations assume an at- 
titude of defense, and possibly, 
of offense, against combina- 
tions of the white race. 
While this is not even a part 
of our immediate problem, it 
does emphasize the need for 
uniformity of thought and 
action among Occidental na- 
tions, since any internecine 
difficulties between subdivi- 
sions of the white race tend 
not only to weaken its powers 
of resistance but ultimately 
to threaten its control. 

Within the month there was 
held in Washington a meet- 
ing of the American Society 
of International Law, at 
which I heard our own Sec- 
retary of State and Elihu 
Root both endorse the flat and 
unqualified statement, that 
while in the past the underly- 
ing causes for wars between 
tribes and nations of the 
white race have been princi- 
pally religious and political, 
the causes for trouble from 
now on will be based upon 
economic pressure. 

In fact, whatever cause 
may be taken superficially as 
the motive for the Great War, 
students generally now place 
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the interests of others. If we 
can state our case from this 
viewpoint, the assistance 
which. we may render to 
others in the development of 
our own foreign business re- 
lations will be merely an ad- 
ditional benefit thrown into 
the measure. 

And so from this point 
forward we will discuss the 
financing of American foreign 
trade only from the stand- 
point of selfish advantage. 

In the first place let us 
consider how a sustained for- 
eign trade will directly help 
to solve two of the great and 
serious problems with which 
we are faced today in Amer- 
ica; taxes and labor troubles. 

The development of our 
foreign trade looks easy, but 
the fact is that it is the hard- 
est problem which we have 
to solve and the first ques- 
tion which we must take 
up in any attempt to bet- 
ter our unsettled conditions. 
As long as we have excess 
products that are not sal- 
able abroad, just so long 
will our taxes be loaded 
upon our internal business, 
and just so long must we 
withhold from labor, as a 
class, the ability to pro- 
duce all of which it is cap- 
able. We have been talk- 
ing about a full day’s work 








the blame upon the economic 
ambitions of the nations, and 
these ambitions in turn are probably 
merely a reflection of economic pressure. 
And these same students now accept as 
the philosophy of the immediate future 
the statement that war, both commercial 
and military, will be the outgrowth of 
the economic needs and the ambitions of 
the various civilized nations of the earth. 


America’s Pre-War Isolation 
Until the breaking out of the war in 
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of this country to use its power and abil- 
ity to rehabilitate a broken and distracted 
world; and from the standpoint that an 
obligation rested on us to use our strength 
to assist other nations, especially those of 
broken Europe, to recover their national 
and economic health. 

We have, however, within the United 
States a large faction which claims that 
we have no interest in the problems of the 
rest of the world. 


for a full day’s pay, but we 
must provide in our over- 
seas trade an outlet for that work 
when it is given. 


Importance of Trade Machinery 

Again, speaking from the standpoint of 
purely national advantage, another benefit 
that we will get out of foreign trade is the 
establishment of our own machinery for 
the distribution of our excess products 
throughout the world and the development 
of an exclusively American personnel to 
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operate such machinery. 

To say that this country, speaking in- 
ternationally, is in its commercial and po- 
litical experience and life only in its begin- 
ning, when compared with the nations with 
whom we have to deal, is no reflection 
upon the country or upon its people, for 
conditions could not be otherwise in view 
of the fact that for more than a century 
we have been engaged in developing our 
own continent instead of building up our 
business connections overseas. 

In fact, our interest in foreign trade, 
except during the last few years and for 
a short period in the early part of the 
last century, has not been one which would 
lead us to learn anything except the mere 
superficialities of the machinery now 
needed for financing and for moving our 
exports. 

Busy with our own affairs, and with the 
conquering of our own continent, we have, 
in our foreign trade, habitually used the 
good offices of those countries which have 
now ‘come to be our competitors in the 
world’s markets. We have for one hun- 
dred years asked them to act as our mer- 
chants, our brokers and our insurance 
agents. We have had practically no world- 
wide machinery for the distribution of 
any of our excess products or for the 
purchase abroad of such commodities as 
we may need. 

We have, in fact, largely depended upon 
our British cousins for the disposition and 
sale of our products and for the return 
to us of such commodities as might be 
needed here. We have depended on them, 
not only for our machinery of purchase 
and sale, but also for the financing and 
trans-shipment in foreign bottoms of goods 
to and from our shores. 

For this we have at all times con- 
tributed the incidental expense, as well as 
paying handsomely for services rendered. 

This situation has been due, of course, 
to the fact that Great Britain has been 
the leading commercial nation of the 
world; to the fact that we have been iso- 
lated in an undeveloped country; to the 
fact that we have used our efforts and 
our credits for the conquering of our 
own continent; to the fact that for years 
a large portion of the finances for the 
development of our own country was 
furnished by the countries of Europe; and, 
also, to the fact that any excess capital 
which we might create for ourselves 
could be used to better advantage and with 
a larger return in the development of our 
own resources than in foreign merchan- 
dising. 

We therefore conducted what foreign 
trade we had through the medium of 
other nations and, as a result, did not at- 
tempt to learn the methods or attempt to 
set up the machinery for conducting these 
operations ourselves. 

The growth of our foreign trade, both 
export and import, during the last decade, 
and the truths which were brought home 
to us as the result of war, have demon- 
strated to us that we cannot longer con- 
tinue in this isolated position, and that, 
of necessity, we must, for our own 
protection, have machinery for the con- 
duct of our own trading with other 
nations, and that this machinery must 
be reasonably adequate to the business 
which we do. 

In fact, due to the inflation of currency 
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and the exchange situation throughout 
the world, a part of our increase of com- 
merce in exports has been upon a false 
basis. We have been very proud of the 
growth of our foreign trade, but, unfortu- 
nately, the money value of this trade has 
increased much more rapidly than the 
volume. 

On the other hand, we are almost en- 
tirely without a personnel equipped with 
an adequate knowledge and experience in 
world trade, and in its incidental prob- 
lems. For our own protection, we must 
as rapidly as may be, create this personnel 
and use it to establish offices and con- 
tacts in the ports of the world, to the 
end that our foreign trade organization 
can be brought to a par with the competi- 
tive machinery of other nations. 

We recognize that one of the reasons 
why our competitors in foreign trade have 
been able to build up a wall against our 
attempts to participate has been the fact 
that throughout the world they have for 
years been carefully building up organi- 
zations for handling their own commercial 
transactions, while, through colonization 
and the foreign residence of their nationals, 
they have been kept in close touch with 
the business pulse of the world. These 
organizations have -been so thoroughly and 
so long established that they have made 
contacts with the best of the customers 
in the particular countries into which they 
have penetrated, and, as a result, we, the 
newcomers in international commercial life, 
have, of necessity, been forced to make 
our contacts and carry on our transactions 
with individuals and concerns of less 
standing and stability. This is natural, 
and was to be expected. 

Therefore, when at the close of the 
war we began our attempt to expand our 
commercial relations throughout the world, 
we were faced with the lack of experi- 
enced personnel and with a want of un- 
derstanding as to the problems to be 
faced. 

We took such material as 
set up our organization to 
our ability, and with that organization 
ventured into commercial transactions. 
Necessarily, a large amount of trading was 
had with the weaker houses in the vari- 
ous countries, and when we were over- 
taken by the Niagara of falling prices, the 
losses by our exporting houses and by 
their financial backers were disproportion- 
ately larger throughout the world than 
the losses in similar operations by our 
competitors. 

The fact that we had made a real at- 
tempt and not merely an experiment re- 
sulted for the time being in considerable 
losses, and these losses in an extraordin- 
arily definite way affected detrimentally 
the courage of our international traders 
and of our financial organizations. 


Needs of American Shipping 

A third selfish advantage to be derived 
from maintaining American foreign trade 
is adequate support of American shipping. 
The amount shipped in American bottoms 
has increased materially in recent years. 
In 1914 American vessels carried only 
about 10 per cent of the exports from 
and less than 10 per cent of the imports 
into this country. In 1920, measured in 
dollars, practically 40 per cent of the ex- 
ports and nearly 40 per cent of the im- 
ports were carried in American ships. 


we had and 
the best of 





This position, acquired at such prodigious 
expenditure of time and effort should not 
be sacrificed for lack of interest in Ameri- 
can foreign trade. 

But perhaps the advantage of which 
other nations are most jealous is the in- 
suring of America’s financial supremacy 
through extending our connections over- 
seas. The war has placed us in the strong- 
est financial position of any country in the 
world. It has brought us practically 50 
per cent of the coin gold of the world, and 
we have also become the greatest of the 
creditor nations. Our flag flies over ton- 
nage sufficient, to move approximately 40 
per cent of our normal exports and im- 
ports. In a word, we are today in pos- 
session of all the important physical fac- 
tors for the carrying on of foreign trade 
to a degree that has not been equalled 
in the history of any nation within the 
past century. 

But what of the future? 

Even before the close of the war it was 
recognized that most of the countries en- 
gaged would have to be assisted in the 
way of credits if anything like a normal 
flow of foreign trade was to be conducted. 
This fact became distinctly evident in Eu- 
rope on the signing of the Armistice. 

In spite of the fact that this necessity 
was obvious to the American student, it 
was not so evident to the man on the 
street for some months following the 
Armistice, this because the war wind was 
not yet out of the sails of commerce, and, 
as a result, the average man did not real- 
ize that there was any actual or immedi- 
ate need for us to meet the creditor prob- 
lem, nor did he understand this to be at 
all necessary if we were to enjoy a rea- 
sonable flow of prosperity. 

In the meantime, however, the Edge 
amendment to the Federal Reserve Act had 
become a law, and the American Bankers’ 
Association, realizing the inevitable de- 
mand, appointed a committee, of which 
John McHugh, of the Mechanics and 
Metals Bank of New York, was chair- 
man, to study the questions involved and 
to propose some form of machinery 
through which long-time credits might be 
established throughout the world for the 
merchandising of our products and the 
credit balancing of exchange. 

This committee made a thorough and 
careful investigation of the problem, and 
came forward with the proposal that a 
corporation, to be known as the Foreign 
Trade Financing Corporation, be organ- 
ized under the Edge law, that it have a 
capital stock of $100,000,000, with author- 
ity, under the law, to issue debentures up 
to ten times the amount of its issued stock, 
and that representatives be established in 
the important countries of the world in 
order that, through these representatives, 
the financing of our foreign trade could 
be carried on by this corporation. 

This is the concrete proposal we are 
here to discuss. While the work of the 
committee was begun at the behest of the 
bankers, the committee immediately found 
and urged that the problem was not one 
for the commercial banks alone to solve, 
as the accruing benefits to be caused by 
its successful operation ran primarily, if 
you please, to those producers who dis- 
posed of their products overseas. 

The committee also found that the bene- 

(Continued on page 279) 
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This Tariff Question 


Experts Give Views on High Tariff to Representative of The Magazine of Wall Street—Believed 
Consumers Will Suffer 


EDITOR’S NOTE: It is not believed, even 
under the most favorable circumstances, that 
final action on the Fordney Tariff bill will be 
taken until next October, at the earliest. A 
great deal of confusion exists in the various 
sub-committees of the Ways and Means Com- 
mittee with regard to the rates that are to be 
imposed. Thus far there has been a disposition 
to make the rates higher than in the case of 
the Payne-Aldrich bill, but of late there has 
been a distinct attitude of rebellion on the part 
of a number of individual members. A bitter 
contest is in prospect, which will delay final 
passage for a considerable period. 

There is no agreement on the wool schedule 
as yet, and the lumber, silk and chemical 
schedules are to be made issues of a bitter 
fight. With regard to dyes, there is an ex- 
tremely violent opposition to a high tariff or 
embargo on the part of the textile interests, 
and their argument is being listened to with a 
certain amount of sympathy by individual leg- 
islators—the best that is hoped for is a two- 
year dye licensing system instead of the six- 
year system originally proposed. 

The Longworth bill, with its provision of in- 
terim protection, pending passage of the final 
tariff bill is not likely to be passed, on the 
ground that it would be illogical to blindly ac- 
cept the Fordney bill until its measures and 
schedules are definitely known. 

While the slowness of progress in shaping up 
the Fordney bill in its final form is disappoint- 
ing, it is nevertheless encouraging since it will 
permit greater deliberation and efficiency than 
would have been possible had the measure been 
rushed through without sufficient preparation. 
In its final form the permanent tariff bill will 
profoundly affect the economics not only of 
this country but of the rest of the world, and 
it is a matter of supreme importance that it 
finally be brought out in a form that will do 
the most good to most parties concerned. 

The views of prominent business men which 
follow are indicative of the best sentiment as 
to the form tariff changes should take. 





HE Emergency Tariff Act, which im- 

poses temporary duties on the im- 
portation of practically all agricultural 
products, was approved by the President 
May 27, 1921. 

In addition to these duties, the Act con- 
tains anti-dumping provisions imposing 
special duties on merchandise sold in this 
country or elsewhere at less than its “fair 
value” whenever, in the opinion of the 
Secretary of the Treasury, the importa- 
tion of such merchandise would injure an 
industry or hamper its growth or estab- 
lishment in the United States. 

Ad valorem duties on imported merchan- 
dise according to the provisions of the 
Act, are in no instance to be assessed on 
a value less than the export value of such 
merchandise, 
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Under a special title, the Act extends 
special protection to the dye and chem- 
ical industry for a period of three months. 

The following contribution on the sub- 
ject of the tariff is furnished this Mac- 
AZINE by B. M. Anderson, Jr., Ph.D., 
Economist of the Chase National Bank: 

“It needs little argument to show that 
high protective tariffs interfere with the 
importation of manufactured goods from 
Europe, and greatly increase Europe’s 
difficulties in meeting her obligations to 
us. Besides, fundamental improvement in 
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The Dean of American Banking, 
who is vigorously opposed to an 
upward readjustment of our tariffs 
at the present time. 











our export trade will best be realized if 
measures are taken to increase European 
exports, and particularly to increase ex- 
ports from Europe to the United States. 
In the case of cotton, for instance, there 
appears to be a surplus already in Europe. 
For six months back, the price of cotton 
in Liverpool has, on the whole, been below 
the normal parity with New York, and it 


has even been profitable at times to buy 
raw cotton in Liverpool and to bring it 
back to New York for sale. If measures 
could be devised for bringing back fin- 
ished goods instead of raw cotton, the 
price of cotton in Liverpool would im- 
prove, and raw cotton could be sent out 
of the United States again in greater vol- 
ume. Europe has no interest in buying 
our cotton unless she can sell her man- 
ufactures. One thing that the cotton pro- 
ducers can do that would really help the 
situation would be to resist the meas- 
ures for imposing high protective tariffs 
on imports from Europe. We cannot 
continue to sell unless we are willing 
to buy. A rich neighbor is a good cus- 
tomer. A revival of Europe’s indus- 
tries is the most important thing that 
can come about in helping the existing 
situation.” 

Dr. Anderson handed me a memorandum 
written by A. Barton Hepburn, chairman 
of the Advisory Board of the Chase Na- 
tional Bank, which memorandum, Dr. An- 
derson stated to your interviewer, taken 
in conjunction with his own observations 
above set forth, reflects the attitude of the 
Chase National Bank on the Tariff issue 
at present. Mr. Hepburn’s statement fol- 
lows: 

“I am not concerned with the problem 
of Protective Tariff vs. Revenue Tariff 
under normal conditions. A life-long Re- 
publican, I could offer strong arguments 
for protective tariffs under conditions to 
which we were accustomed in the days 
before the war. But the present situation 
makes the old arguments wholly inappli- 
cable. We are faced by the fact that 
Europe owes us many billions of dollars, 
which she can pay only by shipping goods 
to us. European Government owe our 
own Government approximately ten billion 
dollars. In addition to that, Europe owes 
private interests in the United States one 
billion and a half to two billion dollars in 
bonds. Over and above that, Europe owes 
private creditors in the United States, in 
the form of an unfunded or floating debt, 
a sum approaching, if it does not exceed, 
four billion dollars, making a total debt of 
Europe to the United States of not les: 
than fifteen and one-half billion dollars, of 
which an appallingly large proportion is 
in unfunded form, 

“I repeat that the only way in which 
Europe can ever hope to pay any consid- 
erable part of this debt is by sending us 
goods. She cannot send much more gold. 
The creation of our great Merchant Marine 
and the expansion of our American bank- 
ing activities have lessened America’s de- 
pendence on Europe for shipping and bank- 
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ing services, and, at the present time, the 
actual balance of payments on shipping is 
against Europe, rather than in her favor. 
The only way in which she can hope to 
pay off this debt, or even to pay interest 
on it, is by sending goods to us, selling 
them in our markets, and leaving the 
money. with us. 

“The policy of a high tariff is finan- 
cially suicidal if rigorously carried out. 
I am, therefore, vigorously opposed to 
an upward readjustment of our tariffs 
at the present time. I call attention to 
the fact that the platform of the Repub- 
lican party promulgated at Chicago last 
summer took cognizance of this exceptional 
situation and refrained, in view of this 
situation, from making any definite com- 
mitment of the party to an early general 
increase of tariff rates. The platform said, 
‘The uncertain and unsettled conditions of 
international balances, the abnormal eco- 
nomic and trade situation of the world, 
and the impossibility of forecasting accu- 
rately even the near future, preclude the 
formulation of a definite program to meet 
conditions a year hence.’ I do not question 
that particular schedule may have needed 
modification in the light of the develop- 
ments since the last tariff law was passed. 
Some schedules, by being revised upward, 
can be made more productive of revenue 
without hampering the imports from Eu- 
rope. Other schedules may be made more 
productive of revenue by being lowered 
in such a way as to permit the freer entry 
of certain goods, with the consequent in- 
crease in the volume of goods on which 
the tariff is collected. A strong case can 
be made on the basis of military considera- 
tions for special treatment of dyestuffs, 
particularly if world conditions are to re- 
main so disturbed that the possibility of 
another war is seriously to be entertained. 
But a general revision upward of the tariff 
would be an inexcusable blunder in the 
present situation. 


“The present emergency high tariffs on 
wheat and other farm products of which 
we are large exporters must be reckoned 
as absurd from another point of view. 
Tariffs on competitively produced articles 
of export do not, in general, affect prices. 
We might impose a tariff of $1 a pound on 
cotton for the purpose of showing the folly 
of a tariff of this kind. Such a tariff 
would probably have no effect at all upon 
the general price of cotton, though it 
would, of course, have disastrous effects 
upon industries in the United States em- 
ploying certain kinds of cotton which we 
do not produce at home. It is not well to 
trifle with the farmers in this manner, and 
believers in the long-run policy of pro- 
tective tariffs, who look forward to re- 
establishing the protective system after the 
present abnormalities in international trade 
relations have been straightened out, will 
do well not to irritate the farmers at the 
present time.” 

Metcalf Bros. & Co. is one of the largest 
manufacturers of woolen goods in the 
country, and the head of the corporation, 
M. B. Metcalf, gave his views as follows 
to your representative: 

“The wool, as considered by the new 
tariff law, means clothing wool, including 
hair of the camel, angora goat, and 
alpaca. Unwashed, the new duty is fifteen 
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cents per pound; washed, thirty cents per 
pound, and scoured, forty-five cents per 
pound. When the wool is advanced in 
any manner or by any process of manu- 
facture beyond the washed or scoured con- 
dition, forty-five cents per pound is im- 
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CLAUS A. SPRECKLES 
President Federal Sugar Refining Co., 
who believes a tariff on sugar would 
: raise its price to the consumer, and 
: who opposes such a tariff on this 
3 ground 








posed in addition to the rates prevailing 
ordinarily. 

“I am personally opposed to such a 
tariff on wool, although that is not a 
very good Republican doctrine and: I 
have always been a Republican. I am 
opposed to it because it is unsound 
economically on the theory that every 
man and woman and child is a con- 
sumer of woolen goods, and prices for 
that commodity are already high 
enough. Besides, we must now look 
to our laurels as an export nation, and we 
cannot sell unless we are willing to buy. 
International trade never is all on one side 
like a jug handle. All businesses are so 
inter-related that they must advance to- 
gether and enjoy perfect freedom of reci- 
procity, especially at this critical time in 
the world’s history.” 

Every one in the sugar trade knows 
Claus A. Spreckles, president of the Fed- 
eral Sugar Refining Company. The name 
has been identified with this commodity for 
more than one generation. Mr. Spreckles 
is usually inclined to be conservative in the 
expression of his views, but in this instance 
he is unequivocally opposed to new tariff 
impositions on sugar. 

Schedule 20 of the new Emergency Tariff 
Act reads: “Sugars, tank bottoms, syrups 


of cane juice, melada, concentrated melada, 
concrete and concentrated molasses, test- 
ing by the polariscope not above 75 de- 
grees, one and sixteen one-hundredths of 
1 cent per pound, and for every additional 
degree shown by the polariscopic test, four 
one-hundredths of 1 cent per pound addi- 
tional, and fractions of a degree in pro- 
portion; molasses testing not above forty 
degrees, 24 per centum ad valorem; test- 
ing above forty degrees and not above fifty- 
six degrees, 3% cents per gallon; testing 
above fifty-six degrees, 7 cents per gallon; 
sugar drainings and sugar sweepings shall 
be subject to duty as molasses or sugar, as 
the case may be, according to polariscopic 
test.” 

“The new tariff measure,” said Mr. 
Spreckles to your interviewer, “is intended 
primarily to help the farmers of this coun- 
try, and from its name, to be somewhat 
temporary. So far as the sugar schedule 
is concerned, boiled down, it means about 
two cents a pound tariff, and is intended 
to help the beet sugar growers of the west. 
But if the measure is temporary, it 
obviously cannot help the beet sugar 
farmers because they are just planting 
now and the Emergency Measure will 
cease before the farmers can derive any 
benefit from it. 

“The farmers would not be benefited, 
for the rich planters of Cuba and Porto 
Rico would find a market here anyway if 
they wanted to, or could quit the business 
altogether if they chose and raise some- 
thing else. A tariff on sugar would raise 
its price to the consumer, and this is not 
justifiable at present. 

“One of the big industries in this coun- 
try is the canning industry, and that needs 
sugar. The industry is big. now, but if 
the price of sugar were not practically 
prohibitive, the industry of canned fruits 
would grow by leaps and bounds, and 
afford a big item of our exportation. 
Surely, the canned fruit industry should 
be fostered rather than killed. 

“A high tariff on sugar does net work 
to the greatest good of the greatest num- 
ber, which is the objective, or should be 
the objective, of all legislation.” 

Mr. Robert H. Patchin is the manager 
of W. R. Grace & Co., one of the biggest 
export and import corporations in the 
United States. This company, being both 
exporters and importers of many kinds of 
goods, is in a position to consider all angles 
of the tariff question, and to make such 
suggestions as would be unbiased by pol- 
itics or by the self-interest of either an 
exporter or an importer. Mr. Patchin 
contributed the following to this melange 
of expert views: 

“It is evident that the vast market which 
the United States offers to other nations 
on a basis of equality, and the supplies of 
American raw material exported without 
taxation or discrimination, entitle the 
American export and import trade to 
equality of treatment in all foreign mar- 
kets. 

“To insure such equality of treat- 
ment, the American tariff, whatever its 
underlying principle, should provide for 
additional duties on imports from na- 
tions discriminating, by tariffs or ad- 
ministrative practices, against the trade 
of the United States.” 
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Motordom’s Man of Mystery 


W. C. Durant Expected to Regain Former Prominence—What He Has Already Accomplished 
By JOHN R. MANNING 


NE of the features of most absorbing 

interest in the automobile industry 
today is the future of the Durant Motors 
Co. When W. C. Durant, in Nov. 1920, 
was unable to meet his financial obliga- 
tions and was squeezed out of the General 
Motors Corp., those who knew him best 
stated that he would never be content un- 
til he was again firmly settled in a seat 
of power with some existing organization 
or a new one which he would form. W. 
C. Durant formed the General Motors Co. 
by gathering about him a group of men 
admittedly possessing the best brains in 
the industry. At the present time he is 
engaged in gathering about him again 
men of the same caliber, and, indeed, in 
a great many instances, the same men. 
Many who were known as his chief lieu- 
tenants in the General Motors Co., have 
already rallied to his staff, and it is only 
necessary to mention R. H. Collins, for- 
mer president of the Cadillac Company; 
Edward VerLinden, former president of 
the Olds Motor Works, and T. W. War- 
ner, of Muncie Gear, to realize the qual- 
ity of the men who have already joined 
his staff. 

In Nov., 1920, when Durant relin- 
quished his holdings in the General Mo- 
tors Co., he informed the Du Pont inter- 
ests that he desired to resign and sell his 
interests in the corporation to liquidate 
his personal indebtedness, which was very 
large and pressing. At that time Durant 
received $9.50 per share for his General 
Motors holdings. He received 40,000 
shares of stock in the Du Pont Securities 
Corp., and $23,790,600 in cash. This gave 
him a total valuation for his General Mo- 
tors shares an average of $13 per share. 

The financing of this transaction was by 
the sale of $20,000,000 of 1 year 8% col- 
lateral trust bonds of the Du Pont Se- 
curities Corp., to J. P. Morgan & Co. 
Those bonds fall due on Nov. 22, 1921, 
but in consequence of this early maturity, 
the officers are now working on plans for 
the permanent financing of this additional 
investment on the General Motors Corp. 


Durant’s Rest Brief 


After a very short period of inactivity, 
Durant formed the Durant Motors, Inc., 
which at the present time bids fair to 
develop eventually into another General 
Motors Co. Important announcements 
are expected in the near future, affecting 
not only the products of this concern, but 
also in relation to its finances. Experi- 
mental Durant cars have been completed, 
and are stated to be satisfactory in every 
respect. The “four,” which will sell for 
less than $900, is reported by those who 
have seen it to be a high grade job. It 
is said to have many refinements not 
found ordinarily in low priced cars. 
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Provision now has been made for three 
lines. One of them will be the Durant; 
another the Collins, which well be pro- 
duced in the old Cadillac factory in De- 
troit, which is purchased by Collins for 
Durant Motors, and the, third the Sheri- 
dan, which has already been purchased 
and is in production. The Sheridan car 
was purchased from the General Motors 
Corp. A fourth line will be added, it is 
understood. 

Durant promised the people of Flint, 
Mich., in January, that one of his plants 
will be located in that city. At the pres- 








ent time, ground has already been broken 
for the so-called VerLinden plant at Lan- 
sing. 


Organization of New Company 

Durant Motors, Inc., has been char- 
tered in Delaware, and succeeds Durant 
Motors, Inc., the New York company 
formed by W. C. Durant to mark his en- 
try into the automobile field. The capital 
of the Delaware corporation is 1,000,000 
shares of no par value stock. Recently 
the Michigan Securities Commission au- 
thorized the sale of the stock of the Du- 
rant Motors, Inc., in that state. The 
authorization was for the sale of 200,000 
shares of common. Authorization was 
for sale at a price to be governed by mar- 
ket quotations. At present writing the 
stock is being dealt in on the exchange 
around 23. 

The officers of the company are: W. C. 
Durant, president; Carroll Downes, vice- 
president; Harry F. Hebermann, secre- 


tary, and W. W. Murphy, treasurer. 
These, with E. Hely, of New York, com- 
prise the directorate of the company: In 
the middle of May it was announced that 
Edward VerLinden, president of the Olds 
Motors Works, at Lansing, had joined 
forces with W. C. Durant. VerLinden 
is one of the big figures of the industry. 
Nine years ago he resigned as superin- 
tendent of the Buick Motors Co., to be- 
come works manager for Olds. Two 
years later he was made general manager, 
and a short time later was promoted to 
the presidency. When he joined the Olds 
organization, the output was 2,000 cars 
a year, and the plant is now producing 
about 40,000 cars a year. The factory has 
been rebuilt and re-equipped under Ver 
Linden’s management, and more than 
$12,000,000 has been expended in bring- 
ing it up to its present efficiency. Under 
the management of VerLinden, the Olds 
Company frequently has led all other units 
of the General Motors organization, and 
the Oldsmobile rivals the Buick and Cadil- 
lac in popularity. The Edward VerLinden 
plant at Lansing is now under construc- 
tion and is said to have reached the con- 
crete pouring state. It will probably be 
one of the main units of the new organiza- 
tion. 

Shortly after the purchase of one of 
the Olds units of the Cadillac Company 
in Detroit, it was announced that R. H. 
Collins had resigned as president and 
general manager of the Cadillac Motor 
Car Co., to associate himself with W. C. 
Durant. He will head the Durant-Collins 
Company, which will probably be one of 
the manufacturing units. Collins has 
been intimately associated with Durant 
for years, having joined him in the old 
Durant-Dort carriage days in 1907. His 
experience has been largely along sales 
lines, as in 1910 he went to the Buick 
Motor company as sales manager. When 
Durant regained control of the General 
Motors Corp. after it had been taken out 
of his hands by a banker committee, he 
brought Collins on to New York as his 
assistant. After the resignation of Henry 
M. Leland in 1917, Collins took his place 
as president of the Cadillac organization. 


Rapid Development 


Development of the Durant program is 
proceeding rapidly. With the $8,000,000 
Lansing plant scheduled to be ready for 
occupancy Nov. 1, it is expected that pro- 
duction of the car to be produced in this 
factory will begin about Jan. 1. Between 
2,500 and 3,000 men will be employed. 
Before this time, the Detroit unit, of 
which Collins is the directing head, should 
be under way. The business of the Du- 
rant companies is to be largely assem- 
bling, according to statements already 
issued. There will be three manufactur- 
ing plants, however, which are to build 
the units to be shipped to centrally lo- 
cated assembly plants. One of the manu- 
facturing plants on Long Island has al- 
ready been taken over by the Durant Mo- 

(Continued on page 5a) 
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Collateral: and Beyond 


Eliminating Danger of Its Loss—New Uses for Insurance—Some Practical Examples 


Editor’s Note: This article is the fourth in our series “(Commanding Your Banker’s Support.” Pre- 


By VINCENT L. GALLAGHER 






vious articles written, as is this one, by experts in their lines, have covered modern accounting practice, 


business development and analysis of purchase and sales. 


The following article describes certain novel 


forms of insurance which experience has shown to be ¢##ential to the safe conduct of business in various 
sections of the country. The writer is manager of the business development department of the American 


HAT is complete collateral? What 
does the banker hold as security 
for the dollars of his depositors and stock- 
holders when he lends on physical or 
even on security collateral? Is the physi- 
cal possession of property as security for 
money loaned, or the legal right to obtain 
such possession sufficient to guarantee the 
safety of the lender? That something 
further is required to complete the credit 
structure, to assure its solidity and to 
add the element of complete safety, be- 
comes increasingly clear upon reflection. 

Collateral is collateral only when the 
danger of loss to the lender is elim- 
inated no matter what catastrophe, un- 
foreseen though it may be, destroys 
or damages the physical existence of 
the property pledged as security. In- 
surance furnishes this neces- 


Eagle Fire Insurance Co., the Continental Insurance Co., and the Fidelity-Phenix Fire Insurance Co. 


to believe, we understand that the bankers 
who had financed the storage of that im- 
mense quantity of grain had insisted on 
full protection against fire but a relatively 
small protection against explosion, while 
the enormous structure itself was unin- 
sured against either hazard. One could 
but wonder how many millions of bushels 
of grain stored in elevators in country or 
at terminals were pledged as “security,” 
while as a matter of fact they might in- 
stantly be. wiped out of existence by ex- 
plosion or windstorm, with no indemnify- 
ing insurance against such hazards. 


Other Cases in Point 
The riots in Boston during the police 
strike, the burning of several city blocks 
in Youngstown, the Wall Street explosion, 
revealed almost a complete lack of insur- 
ance against explosions, riots and lootings. 





demand it. Although at least one State— 
Indiana—requires its Building & Loan 
Associations to insist on tornado protec- 
tion, many others, where the occurrence 
of disastrous storms is even more common, 
have no such statutes. Universal insist- 
ance on necessary protection on the part 
of bankers would make such laws super- 
fluous. In the East and to a lesser extent 
in the South, tornado insurance is not 
common, and yet New York, with its 
miles of warehouse docks, and millions in 
merchandise stored, practically all put up 
as collateral, could easily be subject to a 
tremendous loss from this destructive ele- 
ment. Only the last month has seen a 
tremendous damage by windstorm within 
the limits of Greater New York. Who 
would pay? What excuse could the 
banker offer to his depositors and to his 
stockholders for loss, when protection not 
only could be secured, but is constantly 
urged by salesmen of insur- 
ance companies? 





sary protection. To guaran- 
tee security the insurance ef- 
fected must fulfill two con- 
ditions equally important. It 
must be in sound and sub- 
stantial companies, willing and 
able to pay claims in full and 
promptly ; companies that out- 
live catastrophe and strand 
above conflagration; compa- 
nies whose directorates look 
past the immediate gain and 
do business with the future 
before them. But beyond this 
the policies of insurance must 
provide protection against all 
reasonable hazards. 


New Insurance Needs 


Banking, not free from the 
shackles of custom, has long 
demanded fire insurance pro- 
tection on property on land, 
and marine insurance at sea. 
Protection against loss by 
fire is of no value to the 
lender whose collateral is sub- 
jected to the hazards of tor- 
nado and windstorm, of ex- 
plosion and riot, of water 
damage and theft. Where the 
press relates almost daily the 
destruction of property value 
by tornado, why should the banker so com- 
pletely ignore the possibility of its happen- 
ing to his collateral? How will he be safe- 
guarded by fire insurance if explosion is 
the destructive force? That such a possibil- 
ity is by no means fantastic is confirmed by 
the accounts of the recent disastrous ex- 
plosion in the Armour Grain Company’s 
elevator in Chicago. Hard: though it was 
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When a railroad bill-of- 
lading is offered as collateral, 
does the banker ask if the | 
goods so represented are cov- 
ered against the hazards of 
transportation ? Sometimes, 
probably, but often not. And 
the papers teem with records 
of fire losses, collision losses 
and theft losses of goods in 
transit. Within the past few 
months. several hundred 
freight cars burned with their 
contents in a fire in railway 
yards in the Middle West. 





Securities as Collateral 


Securities often sent as col- 
lateral should be properly 
protected against loss while 
traveling as registered mail. 
There is no assurance that 
the package won’t meet the 
fate of those in the Council 
Bluffs train robbery, or the 








RESULT OF A GRAIN DUST EXPLOSION 


Fourteen grain filled storage tanks were wrecked and contents 
of three blown into the river when the quick burning grain dust 


exploded 


That merchandise itself non-hazardous, 
may suffer damage was demonstrated in 
the recent warehouse explosion on the 
West Side of Chicago: again indemnity 
against this hazard was conspicuous by 
its absence. While windstorm and tor- 
nado insurance apparently is common in 
the Middle West, still often banks do not 


one in Toledo. 

The banker’s business is 
banking. His profits, his 
very existence as a banker 
depend on the safety of his 
operation. Should he assume 
risks for his clients for which 
they, unlike the insuring company, secure 
no adequate premium? 

It would seem far better, too, to main- 
tain the standard of banking conservatism 
—refuse to accept unnecessary risk, carry 
on his business in complete accord with 
solid principles of safety and security, 
and be sure his loan is backed by col- 
lateral: and beyond it. 
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Time to Buy Bonds 


Remarkable Opportunities Now Exist—How Prices Today Compare with 1917—Investors 
Needlessly Alarmed 


OT much encouragement could be de- 
rived from the bond market of the 
past two weeks. Prices of representa- 
tive issues throughout the list declined 
considerably and the volume of trans- 
actions as prices fell away increased 
substantially thus indicating that liqui- 
dation was going on. The combined 
average representing the present sell- 
ing level of a number of representative 
bonds now stands well below the high 
of the year and is only some two points 
above the low point touched in De- 
cember last. In other words, fully 
75% of the advance that took place in 
the general list since last December 
has now been wiped out. This in the 
face of much improved credit condi- 
tions, and despite every indication that 
a period of much cheaper money is not 
far off! 
One does not have to look far for 
an explanation of the recent market 
movement. We have frequently called 


By H. I. PERRINE 


by the numerous industrial dividend re- 
ductions and suspensions. When un- 
favorable dividend announcements are 
made by many industrial concerns 
whose preferred dividends were re- 
garded as reasonably safe under the 
most adverse conditions, it would be 
surprising indeed if the bond market 
failed to show the effect. Such divi- 
dend surprises as the Central Leather 
Preferred suspension, the Utah Copper 
reduction, the Republic Steel Common 
omission, and the suspension of pay- 
ments by the Fertilizer companies 
came as a shock to the Street, and the 
feeling of uncertainty created thereby 
has naturally affected the price move- 
ment of the investment issues as well 
as those securities of a more specula- 
tive character. 

Omissions of preferred dividends that 
have been paid continuously for years 
are looked upon by bond buyers as 
omens far from favorable. There has 
no doubt been considerable liquida- 
tion of sound bonds by disturbed inves- 
tors and this selling has probably been 











PRICE COMPARISON OF REPRESENTATIVE BONDS 


Pennsylvania R, R, Consolidated 4s, 1948.. 101 77% 3.95 5.60 
Louisville & Nashville R. R, Unified 4s, 1940 97% 78% 4.15 5.85 
Southern Ry. Co, Ist Consolidated 5s, 1994. 102% 82 4.85 6.10 


General Electric Co. Debenture 5s, 1952,... 106% 85 4.65 6.10 
Armour & Co, Real Est. Ist 4%s, 1989..... 94% 77% 4.85 6.65 
Southern Ry. Development & General 4s, 


Ber, “A,” 1086 22... .ceceeeccceecceeces 7 55% 5.40 7.70 


Chicago, Rock Island & Pacific First & Re- 
funding 4s, 1084 ...........+s000- 

Atchison, Topeka & Santa Fe General 4s, 1995 97 

Union Pacific Ist R. R. & Land Grant 4s, 

+ SE oc civdencedeqewevdewedetenode 

Southern Pacific Ist & Ref. 4s, 1955 


ccccces 78%, 64% 5.05 8.50 


cavieses 100 78% 4.00 5.60 
ecb eesics 95 73% 4,25 5.80 


High Present Yield Present 








1917 ~=Price 1917 Yield 

Chicago, Rock Island & Pacific General 4s, 

BED wccsccccsccdaceccecescteesebaboosess 90 68% 4.45% 5.90% 
Chicago, Milwaukee & St. Paul General 4s, 

THD ccccccccccccctccecocssopbatovceetes 96 65% 4.17 6,30 
Illinois Central R. R. First 4s, 1951........ 99% 88% 4.01 5,40 
N. ¥. Cent. & Hudson River R. R. 4s, due 

BEBE . ccrcwcepecctccces: dabiinesebentuecessé 944% 74 4.45 7.10 
Northern Pacific Ry. Prior Lien & Land 

Grant de, 1007 ....ccccccscccccsecccecess 96% 78% 4.15 5.45 


73% 4.12 5,45 




















attention in these columns to the many 
factors that have operated against an 
advance. It is hardly necessary, there- 
fore, to repeat them in detail again. 
Added to these factors, however, we 
now have the adverse sentiment created 
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responsible for much of the decline that 
has taken place. There has doubtless 
also been a certain amount of necessi- 
tous liquidation of bonds occasioned 
by the break in the stock market for 
the purpose of bolstering up weakly 


. evidently 


margined accounts. - These two factors 
more than any other seem to stand 
out as the main factor underlying the 
reaction. In addition, there have been 
numerous other disturbing develop- 
ments such as the unsatisfactory con- 
dition of the steel trade, the price 
cutting announcements by various in- 
dustries and the unsettlement in the 
foreign exchange markets. This com- 
bination of adverse circumstances has 
unnerved many _ security 
holders. 


No Cause for Alarm 


Investors who are accumulating good 
bonds at these prices, however, should 
not concern themselves too much over 
the present situation. The outlook for 
the next -five or ten years from the 
standpoint of the buyer of fixed inter- 
est bearing securities cannot be con- 
strued otherwise than as favorable. The 
true investor differs from the specula- 
tor in that, once he has purchased his 
securities, he does not concern himself 
with week to week or month to month 
fluctuations. When he has satisfied 
himself that the bond he has purchased 
measures up to the standards of a 
sound investment issue he puts the 
same away in his strong box and antici- 
pates the clipping of his coupons at 
regular intervals and the payment of 
his bond at maturity without giving 
undue consideration to the current 
market value of his securities. If he 
buys a good sound railroad bond for 
instance, with a maturity date 20 years 
hence at a price of 75 or 80, he need 
not be much concerned if the price of 
that bond between now and maturity 
should decline to a level some 5 or 7 
points below the purchase price. He 
can be sure that the interest will be 
met promptly when due and that, as 
the maturity date is approached, the 
price of the bond will advance toward 
its par value. The speculator, on the 
other hand, buying for a turn, has his 
attention focused on the market with 
the result that a decline in the market 
price of his security is a matter of some 
importance. 

With this long distance view in mind 
we have prepared and submit herewith 
a tabulation which shows concretely 
the advantage which security purchas- 
ers of today have over ‘those who 
bought in the early part of 1917, when 
prices for high grade bonds touched 
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their high level of the War period. The 
table gives the price levels of a few 
representative bond issues at three dif- 
ferent periods of the past four years. 
All the issues selected are representa- 
tive of the bond list in every sense of 
the word, are sound securities in all 
respects, have met their interest pay- 
ments promptly, and would, doubtless, 
be given high ratings by all investment 
houses. Yet, during the past four years 
there has been a market depreciation 
in these issues of some 20 to 30 points 
despite the fact that their investment 
worth is beyond question. 


An Opportunity 

Southern Pacific first refunding 4s 
due in 1955, for example, were recom- 
mended by investment houses without 
hesitation in the early part of 1917 at 
95. At this figure the yield obtainable 
on the investment, if held to maturity, 
was less than 4%%. Today the same 
bonds may be bought at around 73 to 
yield more than 5%%. The bond buyer 
of today, therefore, is afforded the op- 
portunity of buying this high grade 
security at some 20 points below its 
selling level of four years ago with 
every reasonable assurance that the in- 
terest payments will be promptly met 
when due an@ that a price of par for 
the bond will be received at its ma- 
turity in 1955. The decline in the bond 
has been brought about not by any in- 
herent weakness in the security itself, 
but by a combination of unfavorable 
developments, prominent among which 
have been the high interest rates oc- 
casioned by a tight money market. 


Now that changing economic condi- 
tions are gradually forcing interest 
rates lower, bond prices must inevit- 
ably seek a higher selling level so that 
a substantial recovery in_ security 
values is only a question of time. The 
bond market today is honey-combed 
with investment bargains such as the 
Southern Pacific issue and we have 
mentioned this one only to bring out 
the price depreciation in detail. Sound 
industrial, railroad and public utility 
bonds may be bought today on a yield 
basis that would have been taken a few 
years ago as an indication of possible 
receivership. A yield of 6% on bonds 
now is considered low whereas, just 
previous to the war a yield of over 5% 
was not to be considered owing to the 
possible risk involved in the purchase. 
With discrimination investors can now 
select numerous old line bonds to yield 
around 6%4% and several of the newer 
issues to yield well above 7%. As in- 
terest rates decline; prices of these se- 
curities will advance and the investor 
will receive the benefit of this rise in 
addition to the large return on his 
money. 

As to the immediate trend of bond 
prices it is difficult to predict any move- 
ment at this time owing to the compli- 
cated situation. On the one side is the 
unsatisfactory economic situation aris- 
ing from the business readjustment that 
has been going on during the past year 
and the uncertainty as to whether or 
not this readjustment has run its course. 

(Continued on page 296) 
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Par for Liberty Bonds ? 
Would It Be Wise to Force Them Up?—How Government Bonds 
Sold After Civil War 
By ELLIOTT B. FIELD 


Editor’s Note: The following article is a criticism of the plan for restoring 
Liberty Bonds to par as put forward by Colonel Melville W. Thompson, Governor 


of the War Credits Board, in our issue of May 28th. 


It contains much that is of lively 


interest to all holders of Government obligations. 


FTER reading with much interest 

your article “Par for Liberty Bonds” 
in the May 28th issue of your maga- 
zine, I feel an irresistible impulse to write 
a few words in opposition to the plan as 
outlined. 

Undoubtedly the plan has many good 
features. But to my way of thinking it 
won't work out at all satisfactorily. While 
it might prove advantageous to some it 
would work to the disadvantage of the 
great majority of bond holders, especially 
those who purchased at par a compara- 
tively small amount of bonds which they 
are not forced to liquidate at present. 

Like thousands of other Americans, I 
purchased Liberty Bonds to the extent of 
my ability during the war mainly for 
patriotic reasons. Since then, however, | 
have come to look upon these bonds as 
a splendid investment worth all and more 
than their face value. 

Of course, I realize that the govern- 
ment is paying me the interest on these 
bonds and expects to redeem them largely 
with the money they are collecting from 
me each year, in the way of income, lux- 
ury and other taxes. But that, of course, 
is something different. 


Why Should Liberties Be Higher? 


When you come right down to it there 
is absolutely no reason why I or any other 
American should feel the least “sheepish” 
because the current market prices of Lib- 
erty issues are below par. The fact that 
they are is only a reflection of credit and 
financial conditions generally the world 
over. I do not feel any more perturbed 
over this fact that I do because railroad 
bonds as well as a hundred and one other 
high grade preferred stocks and bonds are 
below par at present. Business conditions 
generally, and everything for that matter, 
are below par right now—even good old 
American Courage, common and Fighting 
Spirit preferred, which ought to make 
us feel more ashamed than the mere fact 
that the market for Liberty Bonds is off. 

I for one can look my Liberty Bonds in 
the face today and say like Bob Ingersoll, 
“I know that my redeemer liveth” for I 
know I'll get full face value at maturity. 


If They Sold at Par— 


If the Thompson Plan were to go into 
effect and Liberty Bonds went to par to- 
morrow the incentive for holding on -to 
these securities would, in thousands of in- 
stances, have passed. There is a multi- 
tude of people who not being forced to 
part with their bonds under present mar- 
ket conditions would sell immediately, if 
these bond prices were to reach par. The 
market would be suddenly flooded with 
Liberty’s which might have the tendency 
to force the price down again below par 


and thus defeat the purpose of the plan. 

The variable interest plan, while serving 
the interests of those who are forced by 
circumstances to part with their bonds, 
would work to the disadvantage of those 
who, not wishing to dispose of their hold- 
ings, are looking forward to the time when 
Liberty Bonds will be selling at a 
premium. 

My father, who fought in the Civil War, 
often spoke of the time when the govern- 
ment bond issues of that period were 
quoted at way below par and yet as a boy 
I can remember when these same bonds 
were commanding fancy premiums. 

Under the Thompson Plan “Liberty’s” 
would never sell at a premium, for the 
same principle that would force the market 
price to par under present conditions, 
would keep it from going above par upon 
the return of business prosperity and a 
better credit situation. They would be- 
come merely negotiable instruments cir- 
culating like bank notes or treasury cer- 
tificates. 


Applied Valuable Interest 


If the variable interest plan is so meri- 
torious as its proponents would have us 
believe, why confine it to Liberty issues 
only? Why not put the plan into prac- 
tice with State, Municipal, Public Service, 
Corporation and other industrial bond is- 
sues? There are thousands of such bonds 
in the hands of people today, many of 
whom no doubt are rather hard pressed 
for funds. 

And then, while we are about it, let’s 
apply the plan to stocks as well. This 
would do away with the stock markets 
almost entirely and simplify matters to a 
large extent, for every stock and every 
bond would then have a fixed selling price 
as they would never go above or never go 
below par. How about it? Sauce for the 
goose is sauce for the gander, I’ve always 
heard. 

To my way of thinking the Thompson 
Plan has other drawbacks as well. It 
would mean shouldering on to the govern- 
ment a tremendous additional expense 
by complicating the financial problem in 
connection with handling the details of 
recalling all outstanding bonds, issuing 
new ones and keeping the records under 
the new plan. There is also no way of de- 
termining whether the plan in general 
would be detrimental or otherwise. Its 
big weak points could not be accurately 
determined without a prolonged tryout 
which would be too expensive an experi- 
ment. 

After all, suppose a few individuals, com- 
paratively speaking, do have to sacrifice 
a few dollars through being forced to sell 
their bonds at the present market price. 
If they have held on to them this long 


(Continued on page 292) 
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Current Financing Slackens 
Bankers Reduce Corporation Offerings—French Loan Not So Well Received—New Issues Analyzed 


ae the offering of $100,- 
000,000 French 714% bonds, there 
has been a _ decided falling off in 
corporation financing. The accompanying 
list shows that there has been only one 
sizable industrial issue, that of the United 
Drug Company, and that no railroad or 
public utility financing of importance has 
been accomplished. This abrupt change 
has been due to a number of circum- 
stances. The $500,000,000 offering of U. 
S. Treasury obligations has no doubt been 
one of the main factors which has tended 
to keep corporations out of the market. 
Such a large block of securities as this 
has naturally made heavy demands on 
‘bank funds and has tied up money that 
might otherwise have gone into other is- 
sues. While the notes offered by the 
‘Treasury are short term obligations and 
thus have not come into direct competition 
with other offerings, still they represent 
a new departure for the Government to 
indicate that Government financing of the 
next few months may be accomplished on 
a basis that will not be as favorable as 
in the past. The progress of the offering 
was watched with a great deal of interest 
by bankers, since much depended on the 
success of the loan. 

Another factor that has led bankers to 
go slow in the matter of new security is- 


sues has been the poor reception accorded 
the French offering. Had this loan been 
snapped up quickly, there is little doubt 
but that a better feeling would have been 
created as to other foreign issues, and 
that a number of such bonds would have 
been offered in this market. The failure 
of investors to subscribe 


but many of them are being forced to 
finance their requirements regardless of 
cost. Details of the more important is- 
sues follow: 


U. S. Treasury Issues 


The United States Government made 
a combined offering of approximately 
$500,000,000 of Three-Year 534% Treas- 
ury Notes and One-Year 5%4% Treasury 
Certificates. The notes are straight Three- 
Year Notes, are not subject to call for 
redemption before maturity and are ac- 
ceptable in payment of income and profits 
taxes, payable at or within six months be- 
fore maturity. They are exempt, both 
as to principal and interest from all tax- 
ation except estate or inheritance taxes, 
and the gradual additional income taxes. 
The one-year certificates are Tax Certifi- 
cates and are acceptable in payment of 
income and profits taxes payable at ma- 
turity. Both issues were offered to the 
public at par. The offering marks the 
first step in the Government’s policy to 
fund its maturing obligations into issues 
of longer maturity. It is expected that 
the various short term obligations will be 
gradually distributed over the period from 
1923 to 1928, and that this plan will result 
in much improved market conditions for 
all Government securities. The total short 
term debt of the Government is now in 
the neighborhood of $7,500,000,000, and 
this is outstanding in comparatively short 
maturities. Insurance companies and sav- 
ings banks, as well as wealthy individuals 
showed particular interest in this offer- 
ing, since it afforded them an opportu- 
nity to invest their surplus funds at a 
high rate of interest. In view of their 
tax exempt features, these issues yield the 
investor the equivalent of 6.10% for the 
51%4% Certificates, and 637% for the 
534% Three-Year Notes. The demand 
for the longer maturity was much greater 


State of New York 5s 

An interesting situation has developed 
in connection with the offering of these 
bonds. The total issue on which bankers 
were asked to bid amounted to $41,800,000, 
including $10,000,000 soldier bonus bonds. 
There was a question as to the consti- 
tutionality of the latter issue, however, 
and most bankers refused to submit bids 
on the same for that reason. Bids in 
small amounts without qualification were 
received by the controller, but the usual 
“all or none” bids were lacking, due to 
the question of legality. One bid was 
submitted by a syndicate for the entire 
$41,800,000 issue, but it was conditioned 
on the award of the bonds by June 11, and 
also on condition that the legality of the 
bonds be assured by July 1. Since the 
latter condition could not be met, it was 
found necessary to reject the offer. 

The $31,800,000 bonds covered $20,000,- 
000 Highway Improvement Bonds, $6,800,- 
000 for Barge Canal Terminals, and $5,- 
000,000 for the acquisition of lands for 
the State Forest Reserve. They mature 
$500,000 March 1, and $136,000 January 1, 
each year from 1922 to 1971, inclusive. 
The offering prices ranged from 99.85 to 
105.75, depending on maturity, the yield 
basis being from 5.25% to 4.70%. The 
bonds are exempt from the New York 
State Income Tax and free from all Fed- 
eral income taxes. They are eligible as 
security for postal savings deposits, and 
are legal investments for savings banks 
and trustees in New York, all New Eng- 
land and in other States. 


United Drug Company Convertible 8s 


There are $15,000,000 of these bonds, 
the offering price to the public being 100 
to yield 8%. The bonds are a direct obli- 
gation of the company, and, together with 
the outstanding 5%4-Year Notes, consti- 
tute the sole funded debt of the company 
and its subsidiaries, ‘with 
the exception of certain 





promptly to the French 





loan was taken to indicate 
that the market was tem- 
porarily over-supplied and 
that it might be advisable 


to call a halt for the time Issue 


CURRENT BOND OFFERINGS 


GOVERNMENT, STATE, MUNICIPAL, 
Maturity Price 


real estate mortgages ag- 
gregating $1,022,840. The 
bonds are protected by a 
sinking fund under 


Yield which the company agrees 


State of New York 5s To Yield 5.25 to 4.70% 


500,000,000 + . | soe H1A4 ~~ Hs trustee an amount equal 


2,560,000 City of Flint, Mich., To Yield 6.00 to 5.50 to 5% of the largest 
2,000,000 To Yield 6.25 to 6.00 amount of bonds of this 
1,000,000 101 5.74 issue at any time issued. 
They are convertible on 
any interest date prior to 
June 15, 1931, into com- 
mon stock of the company 
at $110.00 a share. This 
stock, under the present 


$31,800,000 to pay annually to the 


being. The expectation of 
heavy municipal financing 
in the near future, the un- 
satisfactory industrial sit- 
uation and the declining 
stack market have also ac- 
counted in large part for 
the lack of new offerings. 

This lull in corporation 
financing has been a fav- 


INDUSTRIAL ISSUES, 


United Drug Conv. 8s 
Interstate Iron & Steel 8s... 
F. 8. Royster Guano &s 
Havana Docks Corp, 7s 


15,000,000 
4,000,000 
2,500,000 
8,300,000 


orable factor since it has 
enabled the market to di- 














laws, is exempt from tax- 








gest the recent security is- 
sues and has given bond 
dealers the opportunity to clear their 
shelves in preparation for future loans. 
Numerous railroad and industrial corpo- 
rations are in need of funds, and the next 
few weeks will probably witness the flota- 
tion of many new loans. Corporations are 
naturally slow to enter the market just 
at present, due to the high cost of money, 
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than for the one-year certificates, indicat- 
ing that investors are desirous of placing 
their funds over as long a period as pos- 


sible. The above issues constitute an ex- 
cellent investment and may be regarded as 
the most attractive securities that have 
ever been offered to the public by our 
Government. 


ation in the State of Mass- 
achusetts. Since the com- 
pany’s incorporation in 1916, the net earn- 
ings of itself and its subsidiaries after all 
deductions, have exceeded the amount of 
this bond issue. For the past three years 
the net earnings before taxes have aver- 
aged $4,800,125, or more than 4 times the 
amount of interest requirement of this 
(Continued on page 282) ° 
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First Aid to Bond Buyers 






Old Guide Revised and Amplified for Readers’ Benefit—The Changes Made 


r OLUMES have been writter? de- 
scribing the merits or demerits of 
every stock on the list. If the average 
investor cannot name, - off-hand, the 
dividend rate, earnings per share and 
price of just about all the active issues, 
he at least will have little difficulty in 
obtaining this data. j 

When it comes to bonds, however, 
the “volumes” become occasional scat- 
tered paragraphs. It often requires 
rigorous searching for the investor to 
obtain the information he wants about 
this class of investment. 

It was to provide investors with a 
short-cut to bond knowledge that the 
Bond Buyer’s Guide was originally 
compiled by Tue Macazine or WALL 
STREET; and as a record of standard is- 
sues, showing price, maturity-date and 
yield, this Guide has since served a very 
practical purpose. 


‘Table Now Changed 

Because of the increasing interest 
that is now being taken in the bond 
market, we recently determined to 
amplify and revise the old Guide. 
Where, heretofore, we have been con- 
tent with merely listing the important 
standard issues, we have now under- 
taken to grade them; where it was 
formerly our purpose merely to keep 
investors informed, leaving the grading 
of the issues to them, our bigger pur- 
pose now is to show, in the new Guide, 
just what issues we consider most de- 
sirable: and in just what class all the im- 
portant issues fall. 

There are innumerable classifications 
under which the various types of bonds 
might be grouped. Legal and non- 
legal; taxable and non-taxable; short- 
term and long-term—these, and many 
other factors might enter into a com- 
plete study. 

For the assistance of the average 
investors however, such detailed and 
exceedingly involved methods are un- 
necessary. What he wants to know is 
whether a bond is A-1 gilt edge; reason- 
ably secure; or speculative; and then, 
how it compares with others of its class 
taking into consideration the financial 
position of the company; the present 
and future cutlook for the industry 
the company isin and last, but not 
least, the yield. 

Our Classifications 

To simplify matters, therefore, and, 
at the same time, serve our readers 
best, we have. adopted these latter 
classifications for our new Bond 
Buyer’s Guide, placing the bonds in 
the respective groups previously men- 
tioned, and arranging each issue in the 
order of preference in each group. 
The accompanying table, which em- 
braces a total of 50 industrial and 
public utility bonds: (and is part of our 
new Guide) has been so arranged. 
The table has been divided into three 
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groups; and the issues composing each 
group are arranged in the order of 
preference. 

It will be noted that the first group 
is termed “Gilt Edge.” We cannot de- 
fine this term better than Montgomery 
Rollins has already done: “Gilt edge 
investments are those in which loss to 
the owner is least likely to occur.” If 
an investor will not, or can not, take 
the time to make an independent inves- 
tigation of the securities he selects, he 
should by all means buy the first bond 
mentioned in this “Gilt Edge” group. 

The second group, “Middle Class,” 
is drawn from the very large number 
of securities which are not remarkably 
safe nor yet lacking in a considerable 
degree of security. Bonds of this class, 
we may note, are not to be purchased 
without careful further investigation; 
still, the investigation may be short- 
ened considerably by first consulting 
these ratings. 

The final group “Speculative” will 
probably interest a great many of our 
readers. It undoubtedly contains what, 
at the present time, are the most 
promising speculative opportunities the 
Bond Market offers. Indeed, since 
bonds invariably recover from an ex- 
tended decline before stocks do, the 
speculations here might even be said to 
be the best to be had anywhere. 


On the other hand, we would not be 
justified in closing discussion of this 
last group without emphasizing its 
speculative qualities. Our readers can 
fairly be reminded that a speculative 
bond may be subject to as violent price 
fluctuations, in the long run, as a specu- 
jative stock. Railroad income bonds, 
for example, whose interest need be 
paid only when current earnings war- 
rant, are subject to exactly the same 
influences as common stocks insofar as 
price movements and investment return 
are concerned; again, when an indus- 
trial corporation starts going down hill, 
its bondholders may eventually suffer 
almost as badly as its stockholders, dis- 
regarding what are likely to prove 
questionable liquidation values for the 
corporation’s property. 


Additions Later 


It will be noted that the table here 
presented includes no Government 
bonds and no railroad bonds. This, 
because it has seemed best to introduce 
the new Guide piece by piece. Eventu- 
ally, a complete summary of govern- 
ment, railroad public utilities and indus- 
trial bonds will be shown, all graded 
according to the plan shown here. Also, 
any important bond issues floated in 
the future will be immediately listed 
and graded here. 





















BOND BUYERS’ GUIDE 
Industrials: GILT EDGE Apx. Price Apx. Yield 
JF. ._i( ks Karo ee Jhhepeeessendees R.E. 4%s, 1939 77% 6.70% 
2. General Electric ..... Deb. 5s, 1952 84% 6.65 
3. International — 5s, 1947 81% 6,45 
4. National Tube . 5s, 1952 89% 5.70 
5. Indiana Steel 5s, 1952 901 5.65 
6. P. Lorillard e0se Ded 7s, 1944 105' 6,55 
Sh VED St SD a pdpeccnceceudeseesocceceue Deb. 5s, 1951 84%, 6,05 
> Dy St Miiinnnccqece cou cceseteeseonneeses 5s, 1942 81 6.70 
Eh tate nennencenaseceeneseeenennseece , 1963 94 5.30 
EE 53 0.9565 659B6 co cn cbksosensese oss 5s, 1934 89% 6.15 
Public Utilities: Apx. Price Apx. Yield 
Ry Es WE Pn ocdovetecoocseqaceeééeccces 5s. 1946 81% 6.50 
te Sad an censewhcn ckecterese on €s, 1949 90% 6,80 
et Pe wh OP Miicshescescscagennensoocceses 5s, 1987 8314 6.70 
et le, He IDS ccd vc cccccnccoensts ahaisee 4%s, 1939 78% 6.53 
i) i Se -. cdhncucesededosttasibescece s, 1943 83%, 6,45 
i nn Mn ache. onecee6nehsogseeeseses 5s, 1987 86%, 6.35 
, Se CE GE MBececndcccdéecscdstsacoccce 4%s, 1950 79% 6.00 
& NN. ¥. G., E. L., H. & P..... icétavevhasece 5s. 1948 81% 6.45 
Industrials: MIDDLE GRADE Apx. Price Apx, Yield 
Ba I Eo Gia o ive eGeccccccccececvcesceucces Ist 6s, 1941 84 7.55 
| & Bush Term, Bldg.............esseeeesteeseese 5s, 1960 71 7,25 
ie rn Shc venpegcenssesbsncceneces 1948 é1 7.90 
| @ Du Pont de Moemours.............sssseeeeees 7%s, 1981 961, 8.00 
Be Ge, Te BRR ncn ccceccccccccsccccccs @s, 1941 79% 8.05 
| i nh Me a, Ls beens b0e6ese ss 6s, 1941 80', &.00 
| % Diamond Match ..........-.ceecrecetececcees Deb. 7%s, 1996 102% 7.20 
eR OO rrr rere 5s, 1950 74 7.15 
‘~ ©  & | 35 pS NeRCR GEySe ETS 5s, 1986 15% 7.75 
2 DM Bo SRP TELL 1947 76% 6.95 
| Il, Amer, Smelt. & Ref..........-06...000> etee bs, 1947 76% 6.95 
5 nn oon cwcnccnnsssddeceseoceens 8s, 1941 99 8.10 
Public Utilities Apx. Price Apx. Yield 
D, (RE OE. cba ccccconcccdvdadésebocccsts 5s, 1940 78 7.15% 
2. B’klyn Union Gas..... , 1945 77 6.95 
8. Worthern States Pr... 5s, 1941 78% 7.05 
eee , 1949 79 6.65 
5. Utah Pr, & Light......... 5s, 1944 78 6.90 
6. Cumberland Tel. “s lb sns6e besuandedbésccoes 5s, 1987 T9', 7.15 
Ind : SPECULATIVE Apx. Price Apx, Yield 
1. Amer. Writing Paper... .........ccpeecesuees 7s, 1989 70 10.85 
A ME, scheld os ocoductecvuereceucecoes se és, 1932 73% 10.05 
SB. We, Game, Ghomblenl.......ccscesccccccccccess 7%s, 1982 901, 8.35 
4  Gelhem Gib... ccccccccccevcccccvccscves , 1931 65 10,80 
DB, Gee Gad BRR. dc civceeccccdsvccccccecdese 7s, 1980 76% 11.25 
Public Utilities Apx. Price Apx. Yield 
B, MieMeem-B BMlaWs wel. 2... ccc ccccscocccccncces 5s, 1957 % 7.90 
Inter. Rap. Tis: o.cgccsdcenngeenenscecdue . 51% 9.80 
FF 2 errr rT. , 1960 47% 8.80 
Publie Service Corp. of N. J...-....60.ccceee 5s, 1959 €4 8.05 
a Ae SS a Seerrreerrirrrrr reer rrreere bs, 1984 65 9.80 























Railroads 
Bonds and Stocks 


Railroad Preferred Stocks 


Which Ones Should Small Investors Buy?—Real Significance of Common Dividends—Strong 
and Weak Features of Thirteen Representative Issues. 


EFORE taking up the discussion of 
individual ‘issues of railroad pre- 
ferred stocks, there are several gen- 
eral principles that are worth pointing out 
to the prospective buyer. One of the most 
important of these is that the highest priced 
stocks do not necessarily possess a com- 
mensurate freedom from risk, or, to state 
the principle differently, the highest priced 
stocks are often too high. Another impor- 
tant principle is that non-dividend preferred 
stocks frequently sell too high for dividend 
payers of the second class, or, put in an- 
other manner, the lowest-priced stocks may 
also sell too high. Although the discussion 
in detail of non-dividend preferred stocks 
is reserved for another article, some men- 
tion of this class is necessary here in or- 
der to make the second principle clear. 
It is a strange phenomenon of the mar- 
ket that causes preferred stocks to sell 
higher when the common issues are pay- 
ing dividends, and an impossible condition 
to justify. The prospective investor, how- 
ever, must recognize this condition because 
he cannot change it. Rather than oppose 
it, he might as well profit by it. It is easy 


By CHARLES REMINGTON 


Why the payment of common dividends 
should be deemed to strengthen a pre- 
ferred stock is difficult to understand. In 
looking over the industrial field for the 
past year or eighteen months, it must 
be apparent even to a casual observer 
that several preferred stocks, on which 
dividends recently have been passed, were 
weakened by paying common dividends too 
long. It can hardly be disputed that a 
preferred stock is strengthened when in- 
come is returned to the property instead 
of being paid out in the form of dividends 
on a junior issue. The greatest possible 
risk in buying a railroad preferred stock 
would be encountered in a high priced 
issue where the margin of earnings over 
common dividends was small, because the 
tendency is to continue such dividends 
after the justification for paying them has 
passed. St. Paul preferred is a good illus- 
tration, for the stock might still be on 
a dividend basis, if common dividends had 
not been paid out of accumulated surplus. 


Non-Dividend Preferreds 


There is a tendency—referred to in the 
introduction as the second principle—for 
railroad non-dividend preferred stocks to 
attract a large speculative following, such 
as the following that buys non-investment 
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to see why certain bonds should sell high- 
er after the common stocks have paid 
dividends for a period of years: the laws 
of many states provide that railroad bonds 
shall become legal for the investment of 
certain institutions and of safeguarded 
funds only when the stocks have been 
established on a dividend basis for given 
periods. These laws, absurd as they are, 
greatly broaden the market for such bonds. 
While the statutes have no application to 
preferred stocks, it must be assumed that 
they indirectly influence the market for 
these issues, otherwise there is no expla- 
nation of a condition that rests on no 
principle of investment, 


common issues, with the result that they 
sell too high for second class stocks ac- 
tually returning an income. One reason is 
that the speculative following soon deserts 
a Stock after it has gone on a dividend 
basis, Thus, Southern Railway preferred, 
paying nothing and limited to 5%, is ac- 
tually selling higher than Colorado & 
Southern second preferred, well established 
on a 4% basis, while Missouri Pacific pre- 
ferred, St. Louis Southwestern preferred 
and St. Louis-San Francisco preferred are 
selling nearly as high as the investment 
issue. 

Speaking generally and without regard 
to specific exceptions, the most attractive 


purchases among railroad preferred stocks 
ace those paying dividends where the com- 
panies are devoting all rather than a part 
of surplus income after preferred div- 
idends to the upbuilding of the property; 
in short, the companies that are not pay- 
ing common dividends. 

In measuring railroad preferred 
stocks against the bonds of the same 
companies, there are two points to con- 
sider. Dividends are exempt from the 
normal Federal income tax, amounting 
to 4% or 8%, while interest is subject 
to this tax, of which the company fre- 
quently pays 2%. Thus, the saving 
would usually be 2% or 6% of the in- 
come. Dividends and interest receive 
the same treatment under the New 
York State income tax law. 

The other point to consider is the 
life of the security. Usually, where the 
return from a bond approximates the 
return from a stock of the same com- 
pany it will be found that the bond has 
a comparatively short period to run, 
and this is a decided disadvantage dur- 
ing a time of high money rates like the 
present. Take the case of Colorado & 
Southern. Its refunding and extension 
4%4s are selling to yield 7.53% and its 
first preferred stock is selling to return 
7.69%. The income ‘relationship would 
appear to be in favor of the bond, on 
account of the greater security, until it 
is considered that the bond has only 14 
years to run, whereas there is no limit to 
the life of the stock. 

Thus, in comparing bond yields and 
stock returns, there are two points to con- 
sider, viz.: the long life of the stock if 
it is non-redeemable and the exemption 
of dividends from certain taxes levied 
against interest. 

An attempt has been made to arrange 
the stocks in the accompanying table 
in the order of their security with re- 
spect to principal and dividends, and 
not necessarily in the order of their 
desirability at the given prices. Such 
an order would be difficult to arrange, be- 
cause many readers are certain to possess 
a great variety of desires, some wishing 
security at the expense of income and 
others income at the expense of security. 
Probably the stock that would meet the 
desires of the greatest number is the one 
that occupies a mean between the two 
extremes. 

NORFOLK & WESTERN PREFERRED 

Norfolk & Western 4% non-cumulative 
preferred belongs among the highest grade 
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of stock investments, and the return is 
correspondingly small. Of the $23,000,000 
outstanding, $11,320,000 is owned by Penn- 
sylvania Railroad and its subsidiary, the 
Pennsylvania Company. Hence, there is 
less than $12,000,000 in the hands of the 
public, and the stock is quite inactive. 

There are two features greatly in fa- 
vor of Norfolk & Western preferred. The 
amount of common outstanding is relatively 
large, and this amount will be increased 
by the conversion of bonds, correspond- 
ingly diminishing the aggregate of debt 
underlying the preferred. 

On account of the low return, this 
stock is best for investors subject to an 
8% normal Federal income tax. The av- 
erage small investor will be able to find 
among second class railroad bonds invest- 
ments equally secure and returning a 
better income.—vol, 28, p. 166. 

Union Pacific 4% non-cumulative pre- 
ferred is usually regarded as the pre- 
mier investment in its class, and this is 
probably true as long as conditions re- 
main as they are, but a good deal of the 
strength of all Union Pacific securities 
rests on the company’s outside invest- 
ments, and there is nothing to prevent 
converting these investments into cash and 
distributing the proceeds to the common 
stockholders. Twice before the company 
has made large distributions, first from 
the proceeds of the sale of Southern Pa- 
cific stock and then in the form of a div- 
idend payable in Baltimore & Ohio stock. 

Aside from Union Pacific’s investments, 
it is doubtful whether its preferred stock, 
based only on its proprietary lines, is 
secured any better than Norfolk & Western 
preferred. Union Pacific has outstanding 
$99,543,500 preferred against $222,293,100 
common, or a relatively larger amount 
than Norfolk & Western. What was said 
about the character of investor who should 
buy Norfolk & Western preferred applies 
equally to Union Pacific preferred.—vol. 
27, p. 762 


ATCHISON PREFERRED 


Atchison, Topeka & Santa Fe preferred 
has some disadvantages compared with the 
two preceding stocks, but it also has a 
very decided advantage. The amount of 
preferred outstanding, measured against 
the common, is larger than in the cases 
of the other stocks, and the rate being 
higher the burden placed on the company 
to meet the charge of dividends on its 
senior stock is relatively greater. On the 
other hand, Atchison is paying only 6% 
on its common, compared with 7% for 
Norfolk & Western and 10% for Union 
Pacific. As earnings in recent years have 
run as high as or higher than those of 
the other companies, it follows that rel- 
atively greater sums have been returned to 
the property. 

A particularly strong feature of At- 
chison preferred is the provision that the 
company shall not create any mortgages in 
addition to the general and adjustment 
mortgages. This has forced the company 
in recent years to do its financing by means 
of convertible notes. Three large issues 
of this kind have been put out, and all 
but $16,000,000 have been converted. The 
result has been to keep down the debt 
prior to the preferred stock and greatly 





increase the amount of common outstand-— 





ing. Under the provisions described, future 
financing must be handled in the same 
manner.—vol, 28, p. 23, 

The three foregoing issues are in the 
same class, namely: the highest grade of 
railroad preferred stocks. Atchison pre- 
ferred, which yields more than the others 
at the market, is sufficiently well secured 
for anyone seeking this sort of an invest- 
ment, and on account of its greater re- 
turn I favor it to the other two. 








of a 7% stock. In other words, 6% on 
116 2/3 shares is equal to 7% on 100 shares. 
This takes no account of the new com- 
mon, which can be sold to reduce the 
original cost of the preferred. 

While Western Pacific preferred is not 
cumulative, the company paid only $1 a 
quarter during three quarters when the full 
dividend was earned by a wide margin in 
view of the final settlement with the Gov- 








*Debt 

Norfolk & Western ........... $115,851 
SNE DENN “ase ccsetcscccce 365,096 
Atoh., Top. & Santa Fe........ 291,073 
Ww nD. shteeaeeseonoes (a) 28,000 
io & Southern .......... 48,380 

MN. Y¥., Chi. & St. Louis ....... 37,320 
Oity Southern ......... 40,575 

MED ocebccccccece 491,675 

Pere Marquette ..........-+.. 844 


289,005 
> (a) Proprietary company. 
only. (d) Includes junior preferred, 
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ernment. The receipt of increased com- 
*Pfd, Out- *Book Value *Market Value 
standing of Common of Common 
$22,992 $197,239 $114,977 
99,543 488,077 266,752 
124,1 948 179,772 
(b) 27,500 (b) 97,500 (b) 12,8625 
17,000 35,217 10,850 
16,000 25,018 7,140 
000 628 7,400 
58,868 180,256 60,778 
(e) 11,200 (d) 62,800 (a) 14,682 
54,558 y 23,835 
(b) Holding company. (c) Prior preferred 

















The conditions surrounding Western 
Pacific -Preferred are rather complex 
and for that reason a more detailed ex- 
planation of the issue is necessary. Western 
Pacific Railroad Company, which owns 
and operates the lines under that name, 
has outstanding $20,000,000 bonds in the 
hands of the public and $27,500,000 6% 
preferred and $47,500,000 common owned 
by the Western Pacific Railroad Corpora- 
tion, whose stocks in the same kinds and 
amounts are in the hands of the public. 
The proprietary company recently sold to 
the holding company at 85 $4,200,000 mort- 
gage bonds to enable the former to acquire 
the Sacramento Northern, a property val- 
ued by the California Commission at 
$11,000,000.—vol. 28, p. 167. 


Holding Company Assets 

Against its $27,500,000 preferred and 
$47,500,00 common outstanding, Western 
Pacific holding company has the same 
amounts and kinds of proprietary com- 
pany stocks and soon will have 300,000 
shares of no par value stock of the new 
Denver & Rio Grande Western, estimated 
to be worth $30,000,000, the equity in the 
stock of the Utah Fuel Company, estimated 
to be worth $4,000,000 and a large amount 
of cash obtained from various processes 
growing out of the judgment against the 
old Denver company. 

Hence, this preferred stock will be pro- 
tected by an equity of $75,000,000 in 
Western Pacific, an equity of $30,000,000 
in Denver & Rio Grande Western, an 
equity of $4,000,000 in the fuel company 
and sufficient cash to increase the equity 
to $125,000,000, or more than 450% for 
the $27,500,000 outstanding. While Den- 
ver’s debt is large, Western Pacific’s is 
sufficiently small to bring the average down 
to a conservative level. 

In order to distribute the new - Denver 
equity ratably between the two classes of 
stock, as the company’s organization re- 
quires, the preferred stock will receive a 
dividend of 16 2/3% payable in new pre- 
ferred and a dividend of 16 2/3% payable 
in new common, amounting to a total 
stock dividend of 33 1/3%. It is intended 
to continue payment of 6% dividends on 
the increased issue of preferred, which will 
make the present preferred the equivalent 


pensation will necessitate recasting the in- 
come accounts for 1918 and 1919, and the 
back dividends, amounting to 14%, will 
probably be paid in the near future. 

This stock is callable at par, but it is also 
convertible into common par for par, and 
the company’s option to retire the stock 
is subject to the holders’ right to convert 
for a sufficient period. 

The security offered by Western 
Pacific preferred is ample to meet the 
needs of four investors out of five, 
while the prospects of profit exceed 
those attached to any other railroad 
investment preferred in the list. Except 
for those, therefore, who demand an excep- 
tionally high form of security, it is rec- 
ommended as the most attractive purchase 
among the thirteen issues described in this 
article. 


COLORADO & SOUTHERN 
PREFERREDS 


Colorado & Southern, whose earnings in 
recent months have been conspicuously 
large, has two -issues of preferred stock, 
each for $8,500,000, or a total of $17,000,000, 
against $31,000,000 common. The first pre- 
ferred is selling around 52 and the seccnd 
around 45, which seems too great a spread 
for the relative treatment of the two 
issues in recent years. Since 1906, the first 
preferred has received in dividends only 
6% more than the second preferred. 

No dividends were paid on the second 
preferred in 1906 and 4% was paid on the 
first. Both stocks then received 4% 
through 1913, while neither received any 
thing in 1914 and 1915. In 1916, the first 
preferred received 2% and the second 
nothing, while both have received 4% 
from 1917 to date. 

In view of the improved showing of 
the company, both dividends are much 
more secure than formerly, and the sec- 
ond preferred in particular is a very cheap 
stock.—vol. 28, p. 167. 

New York, Chicago & St. Louis, an- 
other company which, like Colorado & 
Southern, has greatly improved its po- 
sition in the past few years, has outstand- 
ing two issues of preferred stock, both 
non-cumulative and both 5%. Of the 
first preferred, $5,000,000 is outstanding 
and of the second $11,000,000, or a total 
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of $16,000,000, against $14,000,000 common. 

It will be seen that the amount of pre- 
ferred is rather disproportionate, but 
against this both issues of preferred par- 
ticipate with the common after all three 
classes of stock have received 5%, the 
rate now paid on all of them. This fea- 
ture gives the two preferred issues a 
speculative attraction not usually possessed 
by such stocks, and correspondingly de- 
tracts from the common as a speculation. 

At the existing spread in price, the 
second preferred is in a more favorable 
position to purchase than the first. In 
fact, it is selling only four points above 
the common, although it is in line to re- 
ceive anything that the common may re- 
ceive over 5%.—vol. 26, p. 466. 

KANSAS CITY SOUTHERN 

Kansas City Southern preferred, selling 

around 50 and paying 4%, could be rec- 


ommended as a very attractive investment 
were it not for the fact that the Com- 
merce Commission’s valuation shows in- 
sufficient property to cover the liability 
dollar for dollar. In fact, the best show- 
ing that can be made out of the Com- 
mission’s figures does not leave assets of 
more than $50 a share to cover the com- 
pany’s senior stock, with nothing for the 
common. 

Against this weakness, the property 
shows remarkable earning power, and its 
operating results in 1921 place it among 
the half dozen leading roads of the country. 
If one could be sure that the management 
would continue its present policy of put- 
ting surplus income back into the prop- 
erty instead of using it for payment of 
dividends on the common stock, the pre- 
ferred might be a fair investment, but 
this policy will have to be pursued for 





many years before the margin of safety 
for principal will be sufficient, 

A liberal dividend policy with respect 
to the common would soon place the pre- 
ferred in a precarious situation, and, 
therefore, buyers of the stock should close- 
ly follow the progress of the property 
and the policy of the management.—vol. 
28, p. 99. 

Baltimore & Ohio preferred is selling 
at about the same price as Kansas City 
Southern preferred and is paying the same 
rate. The former is better secured as 
to assets, but Baltimore & Ohio’s recent 
earning history has not been as good as 
that of Kansas City Southern. 

Including guaranties, Baltimore & Ohio 
is liable for debts of more than $500,000,- 
000, while the preferred stock issue is 
$58,863,000 and the common $151,945,000. 

(Continued on page 293) 


Railroad Progress 


Earnings in March and April Best Since Last November — Further Improvement Expected in 
May—tThe Situation in Various Sections 


IGURES of railroad operations are 
now available for eight months since 
the properties resumed business for their 
own account under the higher rates on 
September 1, 1920, and it must be ad- 
mitted that they are interesting for his- 
torical uses rather than for prophetic pur- 
poses. In this period conditions have 
changed materially. One must deal today 
with a different set of factors from those 
employed last fall. For instance, given 
the rates and the volume of traffic existing 
last October, and the wages and working 
agreements to become effective in July, the 
railroads could be counted on to earn more 
than 6% on their investment—the percent- 
age intended by the Commerce Commis- 
sion and permitted under the Transporta- 
tion Act. The higher rates, except for 
special adjustments here and there, are 
still in effect, but the volume of traffic 
has dwindled. While there will be a sea- 
sonal improvement, the decline having been 
more than seasonal, it is not to be ex- 
pected that the volume of traffic this fall 
will equal that of last. Notwithstanding 
this drop in business, there are other con- 
siderations which tend to support the be- 
lief that railroad operating net in the fall 
of 1921 may equal or exceed that item 
in the fall of 1920. 

A reference to the accompanying table 
will show that October was the best month, 
both actually and relatively, that the roads 
have had since the rates were raised, al- 
though it is likely that September would 
have been as good or better if all the 
business handled in that month had moved 
at the higher rates. From October to 
February inclusive, income steadily de- 
clined. Then there was a sharp improve- 
ment in March which was just about 
sustained in April. With respect to the 
latter month, it should be noted that the 
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figures are incomplete and will be in- 
creased somewhat when the full returns 
are in. On a seasonal basis, April nor- 
mally shows no improvement over March, 
the difference being about proportionate 
to the different number of days. 

The table, which is a continuation of the 
one presented in our issue of May 14, is 
compiled on the Commission’s assumption 
that the Class 1 roads represent an in- 
vestment of $18,000,000,000, with an an- 
nual return of 6% on this sum pro rated 
among the months on the basis of average 
traffic fluctuations in the three-year test 
period. The 6% to which the roads are 
entitled amounts to $1,080,000,000, and in 
order to earn this sum their net operating 
income in the eight months ended April 
30, 1921, should have been $693,200,000, 
this period representing 64.19% of the 
traffic year, as against 66.67% of the calen- 
dar year. 


Income Requirements 

Actually, the Class 1 roads earned $276,- 
014,660 during the period in question, or 
at the annual rate of about $430,000,000, 
equal to 2.4% on the investment, com- 
pared with 6% which the rates were de- 
signed to provide. As the annual interest 
charge runs about $475,000,000, the rail- 
roads during this period failed to earn the 
requirement by an annual rate of $45,- 
000,000. 

Interest and dividends amount to about 
$750,000,000 a year, or approximately 4% 
on the invested capital. In only two 
months of the eight did the railroads 
cover this requirement. In September in- 
come was at the annual rate of 4.1% and 
in October at the rate of 4.6%. In No- 
vember it had dropped to a rate of 3.3% 
and had dwindled to 0.7% in December. 
For January and February the roads re- 
ported operating deficits. In March net 
operating income was at the annual rate of 
2.3% and the final figures for April will 
show about the same. The May returns, 
however, should reflect a greater improve- 
ment. 

From October to February inclusive, 


the decline in net operating income of the 
railroads was due almost solely to the de- 
cline in traffic, while the improvement in 
March and April was generally accom- 
plished at the expense of the properties. 
Stated differently, maintenance was 
skimped. Section gangs were laid off 
wherever possible and shops were closed. 
Consumption of materials and supplies, ex- 
cept where absolutely needed, was stopped. 
This course might prove safe for a short 
time and during a period of severe traffic 
depression, but it could not be continued 
for long and it would not be possible at 
all during a period of heavy traffic move- 
ment. 

The improvement in May will be based 
on something more substantial than the 
apparent improvement in March and April. 
For several months the railroads have 
been buying cheaper fuel and supplies, and 
the fuel in particular is a very important 
item. These commodities appear as ex- 
penses when they are consumed and not 
when they are bought. Thus, cheaper coal 
purchased in March and April would not 
be reflected in the operating statements 
until subsequent months when the fuel 
was used, and the returns for May are the 
first that can be expected to reflect these 
savings. 


Expected Wage Savings 

At the time the wage cuts, estimated at 
12%, were announced, it was declared that 
they would amount to $400,000,000 a year. 
On the basis of the number of employes 
in 1920, the cuts might have amounted to 
that, but they certainly will not reach that 
sum on the basis of the present number. 
Slason Thompson, director of the Bureau 
of Railway News and Statistics, computes 
the wage cuts, on the basis of the num- 
ber of hours worked in 1919, at $373,565,- 
000, and this is about 10%, instead of 12%, 
of the 1920 payroll. 

Taking Mr. Thompson’s estimate as ap- 
plied to 1919 employment, it is probable 
that the wage reductions based on the 
existing number of employes will not ex- 
ceed $300,000,000 in terms of money. On 
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the other hand, the roads cannot long con- 
tinue with the existing number of em- 
ployes. Assuming that the companies will 
save $150,000,000 in the last six months of 
the year, this, together with seasonal im- 
provement in business and savings on fuel 
and other materials, would still leave them 
short of their interest requirements. 

In a preceding article savings to result 
from the probable wage cuts were esti- 
mated at $250,000,000 for the remainder 
of the year, but at that time it was ex- 
pected that the reductions would average 
22% instead of 12% and would become 
effective May 15 instead of July 1. At 
the same time savings from the abroga- 
tion of the working agreements were esti- 
mated at $100,000,000. If one source of 
economy was over-estimated, the other was 
under-estimated. Since the publication of 
the article, this situation has been dis- 
cussed with a good many railroad execu- 
tives and officials, and most of them as- 
sert that a return to former working con- 
ditions would save their companies almost 
as much as a return to the wage level in 
effect prior to May, 1920. 

While the present agreements have been 
abrogated by the Railway Labor Board, 
it is a question how many sources of ex- 
isting waste will be included in the new 
agreements and how many will be omitted. 
Even the most optimistic officials do not 
expect a return to former conditions. 
These arbitrations are usually matters of 
give and take, and, while economic con- 
ditions are wholly on the railroads’ side, 
it is hardly to be expected that they will 
refuse to give anything. 

Taking all these factors into consid- 
eration, it seems a fair estimate that 
the railroads will earn their $475,000,000 
interest in 1921, but that they will not 
earn the $275,000,000 additional neces- 
Sary to pay dividends at existing rates. 
If this outlook appears rather gloomy, 
it should be remembered that by far 
the larger part of this income will 
accrue in the last half of the year, leav- 
ing the outlook for 1922 very different 
from that for the present year. 

If the railroads can obtain prompt set- 


its dividend. A few days later another oil 
company initiated dividends. There was 
nothing in the general petroleum situation 
on which anyone could have founded a 
forecast of these two events. In the past 
year, several railroads have cut or passed 
dividends, but several others have in- 
creased or initiated dividends, and it is 
well to remember that a repetition of the 
two kinds of events may occur. 

Because a railroad in one part of the 
country appears to be headed straight for 
bankruptcy is no reason why one should 
refrain from buying the stock of a railroad 
that is earning more than permitted, with- 
out a division of excess income, under the 
Transportation Act. To put the matter 
in another way, it is reckless optimism 
that induces an imvestor or a speculator 
to buy the stock of a company that is 
piling up a tremendous operating deficit, 
in the expectation that the railroad situa- 
tion will improve. There is no doubt that 
the improvement will develop, but it wil! 
affect the strong roads as well as the 
weak. 

Speaking generally, and with reserva- 
tions and: exceptions, the worst railroad 
“spots” are New England, the Northwest 
and the Southeast; the best are the South- 
west, the Central Pacific territory and the 
narrow belt embracing the north and 
south lines that terminate at Gulf ports. 
A few of the coal roads are also doing 
well, especially bituminous carriers. 

Railroad operating results and ten- 
dencies in all these regions have been dis- 
cussed in THe MAGAZINE oF WALL STREET 
at various times during the past year, but 
it is desirable to assemble the scattered 
conclusions. 

In New England, the railroads have 
been doing a quasi-terminal business on 
mileage rates. These properties are col- 
lectors and distributers of freight and pas- 
sengers with no long-haul business. As 
this is the least profitable of all railroad 
business even in normal times, it follows 
that advancing costs erased the profits be- 
fore they overtook revenue in more profit- 
able lines of railroading. Added to this, 
is the fact that the depression, being largely 





and the country has not grown up to them. 
In the western part of this region, in par- 
ticular, general conditions have been ex- 
ceedingly unfavorable for the railroads. 
Among these may be mentioned the virtual 
paralysis of the lumber and copper indus- 
tries, together with the piling up of non- 
marketable crops or crops withheld from 
market for higher prices. 

The prosperity of roads in the Central 
Pacific region has been due very largely to 
the growth of California and its industries 
and the increased use by the East of the 
State’s products. In a measure, the same 
is true of the Southwest, whose roads have 
been further aided by the growth of the 
petroleum industry in that region. 

As for the railroads feeding into Gulf 
ports, it was quite recently explained that 
their prosperity wa; the result of a freight 
rate differential that diverted business 
from Atlantic ports. 





NORFOLK SOUTHERN RAILROAD 


When it was announced in May, 1920, 
that interests associated with the American 
Tobacco Company had taken a year’s 
option at 47 on the stock of Norfolk 
Southern Railroad, a writer in this Maga- 
zine, after analyzing the property, com- 
mented: “I am forced to conclude that 
the stock is worth more to these tobacco 
interests than to the readers of this maga- 
zine.” 

Just prior to the announcement the 
stock was selling around 25 and the an- 
nouncement put it to 35. When the news 
came out early this month that the option 
had expired without being exercised, the 
stock was selling around 10. 





RAILROADS SURMOUNTING 
DIFFICULTIES 


The railroads have just emerged from 
a year of extraordinary expenditures, ex- 
penditures so large that even with greatly 
increased freight revenue they were un- 
able to earn an appreciable sum upon the 
actual investment in American railroads. 

The railroad executives will explain to 
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dividends out of that they are 

rapidly surmount- 


cash surplus and 
in spite of a bad six months. 


A “Spotty” Situation 

The railroad situation, like the industrial 
situation, is “spotty.” The phenomenon 
of a strong position in the tobacco industry 
and a weak position in the sugar industry 
has its counterpart among the railroads. 
While fundamental conditions surround- 
ing any industry should not be ignored, 
after all, you can’t buy the securities of 
General Situation, because there’s no such 
corporation. 

A few days ago an oil company passed 
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of an industrial nature, struck New Eng- 
land one of the hardest blows. 

In the Southeast, the advance of 25% 
in freight rates was not commensurate 
with the increases in other regions. More- 
over, the roads in this territory suffered 
most from the equalization of wages, be- 
cause wages theretofore had been lower 
than elsewhere. In combination with these 
two factors, has been the diminution of 
cotton exports. 

The Northwest, following the comple- 
tion of St. Paul’s Puget Sound extension, 
was over-supplied with traffic facilities, 





ing their difficulties and from now on will 
realize a progressively improving situa- 
tion. 

The eyes of the railroads are turned 
to the future, and the railroad managers 
are confident that as a result of the hear- 
ings before the Senate Committee there 
will be a far better understanding on the 
part of the public of the whole railroads 
situation—THomas pe Witt CuYLER. 





The man who named it the income tax 
had a very distorted idea of direction.— 
Mining Congress Journal. 
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Allied Chemical & Dye Corporation 





A New Era in the American Chemical Industry 
Allied Chemical Rivals in Scope the Biggest Industrial Corporations in the World—The Company’s 
Earnings and Prospects—As to German Competition 


HE chemical industry in the United 
States is relatively new. Before the 
war, this industry was one of the 
weak links in the American industrial 
system. Very little was heard of its ac- 
tivities, although for some dozen years 
previous to the outbreak of hostilities, 
there were a few companies, some of them 
of fair size, engaged in the manufacture 
of chemicals. Of dyestuff production, 
there was practically none. 

Before the war the chemical industry 
was always associated with foreign enter- 
prises, particularly those of German origin. 
Germany was then the peer in this field. 
It controlled 84% of the world’s dye busi- 
ness. No country was able to compete 
efficiently with Germany in this field. The 
war, however, broke the hold of the Ger- 
mans on the chemical and dye trade and 
from that time on American manufacture 
of these products received its stimulus. 
In the past few years, we have made rapid 
progress—so rapid, in fact, that today we 
are next to Germany, the leading world’s 
factor in this business. Ten years ago, 
we produced % of 1% of the dyes we con- 
sumed; today, we produce 85%. From 
one of the minor industries of the coun- 
try, it has grown to be one of the lesser 
basic industries, and with wise and benefi- 
cent administration on the part of the Fed- 
eral authorities and the chemical interests 
themselves, it should make itself perma- 
nently a highly integral part of the Ameri- 
can industrial system. 

It is well to bear in mind, however, 
that Germany is still a potent factor in the 
chemical and dye field—a field which is 
traditionally hers by virtue of her tremen- 
dous experience in its various phases. 
While greatly advanced, this industry in 
the United States is still comparatively 
young and will require careful nursing 
if it is to enjoy a healthy growth. 

Competition between this country and 
Germany is bound to be keen, especially 
in the chemical and dye trades, which 
Germany regards as her own special 
province of industrial activity. Prepara- 
tion is in order if this potential competi- 
tion is to be met successfully. Are the 
American interests preparing? 

This question can be answered in the 
affirmative with regard to the Allied 
Chemical & Dye Corporation. The con- 
solidation of the five constituent compa- 
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nies out of which Allied Chemical is made 
should be regarded as deliberate prepara- 
tion to meet the exigencies caused by the 
threatened competition with Germany. It 
is true that there have been other reasons 
for this highly important consolidation and 
these will be mentioned shortly, but from 
a broad viewpoint, it would not be sur- 
prising if the leading spirits in this con- 
solidation mainly had Germany in mind 
when they initiated the steps leading to 
the present form of the company. 


The Merger and Its Purposes 


The five companies constituting the 
Allied Chemical & Dye Corporation are 
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the following: General Chemical Co., Bar- 
rett Co., National Aniline & Chemical Co., 
Inc., Semet-Solvay Co. and the Solvay 
Process Co. The merger was effected at 
the end of last year, shareholders of 
the respective companies depositing their 
stock and receiving in lieu of the same a 
stated amount of the securities of the new 
company. There is no room here to dis- 
cuss the basis of the exchange. Readers 
who desire to become acquainted with the 
actual details concerning the merger can 
refer to the October 2, 1920, issue of the 
MAGAZINE OF WALL Street, wherein there 
is a special article covering the subject. 
As stated above, the chief apparent pur- 


pose of the merger was to throw up a 
stronger first-line defence against the an- 
ticipated German competition. There are 
also some other special gains to be effected 
by this consolidation. Among such are 
the greater economies possible in a single 
corporate policy instead of five, the lower 
operating expenses, the linking up of the 
various activities of the constituent com- 
panies, thereby eliminating waste of effort 
and expense, and the merging of all tech- 
nical, business and inventive experience. 
It hardly requires proof that’ as a single 
corporate body Allied Chemical is a much 
more efficient and compact organization 
than the five companies which formerly 
operated as separate organizations. 


1920 Earnings 

The first annual report of the Allied 
Chemical & Dye Corporation, covering 
the year 1920, is not properly a full year’s 
report for the consolidated corporation, as 
the five constituent companies operated 
separately until close to the end of the 
year, when the merger was effected. 
Nevertheless, an idea of the company’s 
earning power may be gained by an an- 
alysis of the statement. As indicated by 
this report, Allied Chemical earned a sur- 
plus for the 2,119,677 shares of common 
stock of $6.33 a share, after all charges. 
For a first year’s start, the 1920 record 
is fairly good, especially considering the 
fact that the chemical and dye industry 
was under the pressure of accumulating 
distress during the latter part of the year. 
There would ‘have been a much better 
showing, had earnings of the latter part 
of the year kept pace with those of the 
earlier part. 

Subsequent to the publication of the 1920 
earnings and balance sheet, the directors 
voted to inaugurate common dividends at 
the rate of $1 quarterly, placing the stock 
on a $ basis. It may be presumed. that 
this action would not have been taken, 
particularly at this critical period in the 
chemical and dye industry, unless the man- 
agement had some assurance of being able 
to maintain this rate, at least for some 
time. As to the question of the stability 
of the present dividend rate, this, of course, 
will depend on conditions as they occur, 
in which respect this company is in no 
different position than any other business 
organization. 

Good Financial Condition 
The close of the year found Allied 
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Chemical in good condition so far as its 
finances are concerned. The conservative 
policy of the management, which by the 
way, is one of the most conservative in 
this country, dictated that large reserves 
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tions, these two companies and in fact all 
the domestic chemical concerns should 
find a broad outlet for their products 
in this country. Under present condi- 
tions, however, they are in direct com- 
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be laid aside to meet future contingencies. 
Thus, in the balance sheet for 1920, there 
is the exceptionally large amount of $54,- 
513,403 as a reserve for depreciation. As 
against inventories and real estate of about 
$196,000,000, this depreciation reserve of 
over 25% is abnormally large. Certainly, 
it is apparent that the directors are play- 
ing on the safe side. Cash, marketable 
securities and other liquid assets amounted 
to about $26,500,000, against inventories 
of $45,000,000, which is an excellent pro- 
portion. Accounts receivable more than 
balanced accounts and notes payable. It 
is seldom that so well-balanced a financial 
condition is shown by any industrial com- 
pany. In this respect, as well as others, 
Allied Chemical can easily take its place 
among the best-managed concerns in the 
country. From a financial viewpoint, 
therefore, this company is in a good posi- 
tion to meet the present adverse industrial 
situation. 
The Drift in Chemicals 

Since last summer, the tendency in chem- 
ical and dye prices has been downward. 
This is clearly indicated in the attached 
graph. The relationship between prac- 
tically every industry and the chemical in- 
dustry is so close, that it follows that this 
industry is necessarily affected by the gen- 
etal status of the industrial situation, as 
a whole. Therefore, following the indus- 
trial collapse commencing last summer, 
practically every branch of the chemical 
industry was immediately and unfavorably 
affected. The steady deterioration in the 
steel, copper, smelting, automobile, glass- 
making, textile, drug, leather and paint 
business halved the demand for the vari- 
ous chemical products and more than 
halved their prices. It is obvious that un- 
til these industries recuperate the chemical 
industry cannot recuperate. Conversely, a 
general improvement in the chemical and 
allied industries is absolutely dependent on 
the restoration of normal conditions in the 
business world. 

Every American factor in the chemical 
industry, including Du Pont and Allied 
Chemical—the two largest factors in the 
business—have been adversely affected by 
the decline in industrial activity of the 
past twelve months. Under normal condi- 
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petition with each other, a condition 
which is accentuated by the fact that our 
former foreign outlet has been closed by 
the generally adverse world-economic 
situation. Plainly, there is not enough 
business in this country to go around. 

The situation is not altogether unfavor- 
able for Allied Chemical, considering that 
a good part of its aggregate output is em- 
ployed in building enterprises and that 
building is on the increase. Also road- 
making is on a fair scale and as the Bar- 
rett company—one of the five allied com- 
panies—is the principal maker of road- 
building materials in the country, the 
parent company should to that extent be 
favorably affected. 

In other branches of its manufacturing 
activities, the company is not so fortu- 
nately situated. Not only is it in competi- 
tion with other domestic factors, but to a 


certain extent it is already in competition 
with foreign interests, particularly Ger- 
many. 

In the manufacture of heavy chemicals, 
however, which constitutes a good per- 
centage of its total output, the company 
does not need to fear much from foreign 
competition. The heavy chemical indus- 
try, in this country, is in a position to take 
care of itself. It is relatively one of the 
oldest branches of the chemical industry 
in this country and is well established. 
Normally only a small proportion of the 
heavy chemicals consumed here comes 
from abroad. 

On the other hand, as a dyestuff manu- 
facturer, Allied Chemical and other dye 
manufacturers are in serious danger of 
losing the, business which they so care- 
fully built up during the war. 


Dyes and German Competition 

Germany is a menace to Allied Chem- 
ical and other domestic dye-manufac- 
turing interests. There is no question 
about that. Without adequate protec- 
tion measures, there is no way in which 
American manufacturers can compete 
with Germany, and without such meas- 
ures, it is almost a foregone conclusion 
that with the dumping of German dyes 
in this country, our domestic industry 
will slowly starve to death. 

It is not difficult to see why Germany 
is a menace to the American dye industry. 
Germany is able to produce dyes far below 
our costs. Not only that, but with ex- 
change rates so low, she can so undersell 
us that there would not even be competi- 
tion between us and Germany. She would 
make a runaway race out of it. 

This is clearly realized by Congress and 
there is a well-defined attempt on foot 
not only to raise a high tariff wall against 
Germany with regard to the dyes in which 
she is directly in competition with us, but 
to place an efficient embargo on these 

(Continued on page 287) 








taxes, repairs and renewals 
as of Dec. 31, 1920 
Net income before Federal taxes 
Federal taxes 


Net income 
Earnings per common share after all charges 





ALLIED CHEMICAL & DYE CORPORATION 
| Condensed Income Account for 1920. 


Gross income after provision for depreciation, obsolescence, all state and local 

pesnnns cansetneh® Raanested nes eee $29,768, 751.32 
Reduction of inventories to cost or market, whichever was lower 
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ALLIED CHEMICAL & DYE CORPORATION 
Consolidated Balance Sheet, Dec, 31, 1920, 
(Exclusive of inter-company holdings.) 





Total net assets applicable to the cémmon stock $115,802,887, after deducting $21,263,444 
Net assets per share of $54. 


Liabilities— 
Preferred stock 
Common stock 








Reserves for deprec 
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Today’s Best Stocks 


Selections Made Without Prejudice by Members of the Staff—Not All of the Best but Among 


GENERAL ELECTRIC 

The General Electric Company, in the 
10 years from 1910 to 1920, increased its 
net earnings from $10,000,000 a year to 
over $22,000,000. 

Since 1900, the company has paid divi- 
dends of at least 8% annually on its capi- 
tal stock, in addition to 662-3% in stock 
in 1902, and 30% in stock in 1913. 

The working capital position of the 
company has advanced from some $82,- 
000,000 in 1913, to $145,000,000 in 1920. 
The peak was in 1918, when this item 
stood at $152,000,000. 

The business of the company has been 
immune from the effects of deflation. 
General Electric serves other industries 
as much as it does the public, and would 
be expected to suffer from industrial re- 
trenchment. On the other hand, the field 
of the company is one in which great ex- 
pansion is likely to occur when business 
stability is re-established. The electrifi- 
cation of steam railroads in many sections 
of the country is a development that is not 
far off; it will not be delayed by the 
success of the Chicago, Milwaukee & St. 
Paul electrification; there is room for 
large-scale progress in the manufacture 
of ship propulsion equipment; the fur- 
ther popularizing of the innumerable small 


appliances the company manufactures is 
a matter of educational campaigning. 

To keep General Electric on an even 
keel until the present gloomy period is 
over there is a notedly conservative man- 


agement. Large inventories, necessitated 
by the tremendous amount of business 
obtained in the first seven months of 1920, 
were ruthlessly scaled down to balance 
the price drop late that year. Over $17,- 
000,000 was written off on this account. 
Over-rapid expansion has been guarded 
against, construction and equipment of 
new plants having been temporarily aban- 
doned or reduced. Wherever possible, re- 
trenchment seems to have been confined 
to such departments of the business as 
these; the reduction of working forces 
has been confined to a minimum, and fric- 
tion and dissension thus also minimized. 

In the stock market decline last year, 
General Electric’s shares sold off from 
as high as 172 to around 116. It is at 
present selling in the neighborhood of 
123. When the current hysteria softens 
down, and investors begin to look at se- 
curities again with an eye to values rather 
than gossip, this writer believes General 
Electric shares will be among the first of 
the high grade industrial common stocks 
to recover in price.—R. 


SOUTHERN PACIFIC 
One of the outstanding railroad stock 
bargains at the present time is Southern 
Pacific common stock selling around $72 
a share and paying dividends of 6% per 
annum, giving a return of over 8.3% on 
the investment. There is little doubt but 
that at present prices, this stock is an ex- 

ceptionally attractive investment. 
The following comparative table of 
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prices, yields and dividends will give some 
idea of how far out of line Southern 
Pacific is selling compared with other 
high grade rails: 
Price of Divi- 
Stock dends Yield 
7.5% 
7.6% 
7.8% 
6.4% 


Company 
Atchison 6 
Chicago & Northwestern 66 5 
Illinois Central 89 7 
Louisville & Nashville. .110 7 
New York Central 5 7.3% 
Southern Pacific 6 8.3% 


Southern Pacific is one of the best main- 
tained and best managed roads in the coun- 
try, and-has long been rated as among the 
best earners of the railroad group. The com- 
pany has paid the present rate of dividends 
on the common stock regularly since 1908. 
The road, operating over 11,000 miles of 
road across the continent, handles a well- 
balanced traffic. For example, the road 
carries about the same volume of products 
of agriculture, forests, and manufactures, 
and a slightly larger volume of products 
of mines. It is, therefore, less affected 
by depressions existing in any one indus- 
try than the roads which carry a high 
percentage of one or two commodities. 








HE securities selected and 

analyzed in this department 
represent the frank preferences of 
individual members of our staff. 
The selections were made at a 
time when the stock market was 
sagging badly. Therefore, safety 
was a primary consideration. 

On the other hand, our writers 
do not assert that the stocks they 
have chosen will go no lower. They 
simply suggest them as among the 
issues which are least likely to de- 
cline much further now and among 
the most likely to move up sharply 
when a turn for the better comes. 

The reader will find two low- 
priced oil stocks among the rec- 
ommendations. These we may 
point to as among the most specu- 
lative. The others we consider 
high-grade common stocks, suit- 
able, under present conditions, for 
the investor who can afford to run 
some risk. 




















The recent segregation of the company’s 
oil lands strengthened the company finan- 
cially and reduced its funded debt to the 
extent of about $45,000,000, through the 
conversion of the 5% Conv. Gold Bonds 
into common stock, thus reducing annual 
fixed charges by about $2,250,000. The 
company received approximately $43,000,- 
000 in cash for its oil holdings from which 
it is fair to assume it will receive an an- 
nual income of at least $2,100,000, figuring 
only 5% on the money. Thus through 


the segregation Southern Pacific’s income 
should be increased by $4,350,000. From 
this must be deducted $1,500,000 of divi- 
dends previously received annually from 
the oil holdings, making a net saving of 
$2,850,000, equivalent to 80 cents a share 
on the increased capital stock outstanding. 

From the above it can be seen that 
Southern Pacific will lose no income 
through the segregation—in fact should 
be able to increase the balance available 
for the capital stock. On the basis of the 
capital adjustment and. without oil income, 
Southern Pacific was earning at the rate 
of $5 a share on the capital stock, on the 
basis of first four months of operations 
this year. With the saving to come 
through wage cuts and lower costs of ma- 
terials and supplies this road should be 
able to earn its dividend by a substantial 
margin.—N. 


NORTH AMERICAN COMPANY 

North American is one of the most at- 
tractive stocks on the New York Stock 
Exchange. It is one of the few issues on 
the big board among the high-grade 
investment preferred stocks that recom- 
mends itself from the viewpoint of stabil- 
ity of earning power. North American is 
a holding company and controls the fol- 
lowing subsidiaries through stock owner- 
ship: The Wisconsin Edison Co., Union 
Electric Light & Power Co., The St. Louis 
County Gas Co., United Railways Co. of 
St. Louis, and the West Kentucky Coal 
Co. In addition, the company holds the 
bonds and stocks of other companies, and 
several of its subsidiaries own a control- 
ing interest in other important public util- 
ity concerns. 

There is no funded debt and no pre- 
ferred stock, the outstanding 297,933 shares 
of stock (par value $100) constituting the 
total capital debt of the holding company. 
The simplicity of this financial structure 
is admirable. All earnings coming to the 
holding company are applicable to the 
stock, which obviously renders the divi- 
dend rate more secure than if there were 
several other issues ahead of it. 

The company has a very regular earn- 
ings record. In no year since 1910 has it 
faled to earn its $5 dividend. The average 
earnings for the past ten years has been 
6.9%. In 1919 it earned $8.55 a share, and 
in 1920, $9.03, thus covering dividend re- 
quirements by a wide margin. As the 
public utility business is in a greatly im- 
proved position, and looks forward to a 
long period of regular and satisfactory 
earnings, it may be assumed that the earn- 
ings record of this company during the 
past ten years will be at least equaled in 
the future. 

Dividends have been paid since 1903, 
with only one exception in 1908. They 
have varied between 334% and 5%, but 
the latter rate has been paid in fourteen 
out of the past eighteen years. This is a 
remarkably good record. 

As of December 31, 1920, total assets ap- 
plicable to North American stock were 
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equivalent to $35,517,045, or $119.21 a 


share. This compares with the current 
market price of about $57 a share. While 
this is of rather theoretical interest, it is, 
nevertheless, not without significance in in- 
dicating the extent of value behind the 
stock and its security. 

At its present price of 57, North Ameri- 
can offers a return of about 84%. This 
is a very attractive yield on a stock which 
offers such a fine prospect for stability of 
dividends. There are also some specula- 
tive possibilities attached. In recent years 
the stock has sold as high as 81, and ac- 
tually sold at 134 in 1902. It is to be 
doubted whether conditions will be such 
for a long time to make it possible for the 
stock to sell at much higher than par, but 
a price of 80 or so, and perhaps more, 
is not beyond the limit of expectation 
within a year or two. In the December 
break, North American declined to the ab- 
surdly low price of 39. Should anything 
happen in the market to make this stock 
sell at much lower than the present price, 
the opportunity should be taken, for it 
will be an unusual one. Even at the pres- 
ent price, which is not high, the stock is 
far more attractive than most other issues 
on the Stock Exchange list.—E. 





ILLINOIS CENTRAL RAILROAD 
‘COMPANY 


In its present state of mind, Wall Street 
is giving scant attention to the very at- 
tractive position of the stocks of several 
of the railroad companies, notably Lllinois 
Central. Neither does it seem likely, at 
least until sentiment changes, and stock 
matiket prices reach a higher level, that 
a full realization will obtain of the invest- 
ment opportunities that today await the 
man with money and judgment. 

Illinois Central was one of the few roads 
to come through the 1920 period of unset- 
tlement and diminishing traffic, with its 
dividend more than earned. After deduct- 
ing interest and all other charges, the sur- 
plus reported by the company amounted to 
$13,571,122, equal to $12.41 a share on its 
$109,284,467 outstanding capital stock. 

In recent months, Illinois Central has 
continued to display an earning capacity 
well in excess of last year’s showing. 
During the first four months of the cur- 
rent year, when about 26% of the com- 
pany’s traffic is hauled, earnings have been 
at the annual rate of over $20 a share on 
its stock. While a slight falling off in 
traffic has been reported during the past 
few weeks, this condition is not expected 
to last long and the management, in an- 
ticipation of a heavier volume of business 
in the fall, has already authorized the ex- 
penditure of several million dollars, chiefly 
to improve and enlarge yard facilities. 

At the current market quotations of $88 
a share for the company’s stock, the re- 
turn to the investor is high, amounting to 
7.95%, when consideration is taken of the 
room for enhancement in the market value 
of its shares, as the result of the very 
substantial excess of earnings over divi- 
dend requirements. 

Crop reports along the lines of this sys- 
tem are almost uniformly favorable, and 
when the general situation permits of a 
resumption of the forward movement in. 
security prices, Illinois Central should be 
found among the leaders.—T. 


for JUNE 25, 1921 





COSDEN & COMPANY 
The last annual report published by 


Cosden & Company left the reader some- 
what in the dark concerning its actual po- 
sition, as no deductions were made from 
income accounts for depreciation, deple- 
tion or drilling expenses. 
with the recent decline in the market value 
of the company’s shares, the failure to 
make such appropriations was used to 
some advantage in depressing its price. 
careful examination of its position, how- 
ever, after making the liberal allowance of 
$6,000,000 for depreciation, and such other 
items as were not cared for in the com- 
pany’s annual report, still leaves earnings 
available for distribution on its common 
shares of $7,300,000, or $828 a share. 
This may be taken as a very conservative 
estimate insofar as Cosden & Company in 
the main is a refiner of oil, rather than a 
producer, and a write-off of more than 
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45% of earnings as compared with maxi- 
mum deductions of as much as 65% by 
strictly producing concerns, may be taken 
as quite liberal. This becomes more ob- 
vious when it is considered that companies 
which only produce and do not refine oil 
under the regulations of the Internal 
Revenue Department, are permitted to 
make special deductions from profits for 
depletion and depreciation, and in making 
such charge-offs, thought is not lost of the 
resultant saving in tax bill, and therefore 
these charges against income are probably 
heavier than is actually necessary, or than 
they would be were taxes less onerous. 

Cosden & Company at present has a pro- 
duction of about 6,500 bbls. and a refining 
capacity of 30,000 bbls. daily, and its re- 
finery output is running between 22,200 and 
25,000 bbls. daily. The company’s earn- 
ings will undoubtedly be affected to some 
extent by the lower gasoline prices, rang- 
ing from three to four cents per gallon, 
before the contract for delivery of about 
half of its output to the Standard Oil 
Company of Indiana was signed. 

Unless there is an early recovery in the 
price of crude oil and its by-products, it is 
not to be expected that Cosden will dupli- 
cate the excellent showing of earnings 
made during the past year. However, as 





the company has one of the biggest re- 
fineries in the Mid-Continent field, and is 
largely a refining organization with a pipe 
line system of about 700 miles, it is in a 
very favorable position to meet any tem- 
porary or even prolonged depression in 
the oil trade. Since the formation of the 
present Cosden Company, its bonded in- 
debtedness has been substantially reduced 
and today stands at approximately $7,000,- 
000, representing a decline in this item, in 
a little more than three years, of about 
$4,000,000. 

The company’s annual report for the 
year ended December 31, 1920, showed 
current assets of $12,445,075, against cur- 
rent liabilities of $4,909,543, giving it a 
working capital of $7,535,532. Of this 
amount, $2,510,944 is represented by cash 
in banks. 

The stock is now selling below 30, as 
against a high price well above 40 not 
long ago. At the current level, it appeals 
to me as an attractive semi-speculation—A. 





TEXAS CO. AND MIDDLE STATES 


The Texas Company is prominent as 
one of the most efficiently managed or- 
ganizations in the oil group. That fact, 
taken in connection with its position only 
slightly above par, makes the stock for the 
average investor about the best among 
all the listed oil stocks at the present. 

For ten years the company has been a 
consistent earner and distributor of divi- 
dends equalling 10% each year and has 
given stockholders a number of issues of 
rights that have brought the yield on the 
stock considerably above 10% annually. 

The company was the first one of the 
larger oil companies to begin deflation 
following the boom; and it brought itself 
down to the best operating basis earlier 
than others. It has a larger production 
of crude oil, relatively speaking, than any 
other single corporation, filling most of 
its own refining needs. Having a large 
marine fleet, its export trade has been 
maintained very efficiently. 

The Texas Company has always been 
the leading producer of crude oil in 
Texas, operating also in Oklahoma, Kan- 
sas, Louisiana and Mexico. 

The stock is now selling around 32 or 
33, which contrasts with a price of above 
50 before the recent slump in stock prices 
set in. The par value of the stock is $25. 

The Middle States Oil Corporation also 
seems low at present quotations of 11%, 
par value 10. The company has a fine 
production, largely settled; has no debts; 
and operates with as little speculation as 
any company represented on the Stock 
Exchange. Its being an exclusive produc- 
ing corporation, except several casing- 
head gasoline plants, the location of its 
properties in Oklahoma, Texas and Louis- 
iana, which is the big producing area in 
the United States, is a point in its favor. 

Because of its plan of operations, which 
does away with indebtedness that ordi- 
narily is carried, the company’s dividend- 
earning capacity seems as sure as can or- 
dinarily be attained. A July disbursement 
for the second quarter will be at the rate 
of 16%. The extremely severe decline in 
the price of crude oil will probably pre- 
vent any increase in dividends. The above 
two companies represent the two most de- 

sirable purchases in the listed oil group 
at present levels —W. ‘ 
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Loft, Inc. 





A Strong Company 


Loft, Inc., Well Established in a Growing Industry—Shares Appear Attractive at Present Low Level 


Bate INC., was organized on De- 
cember 24, 1919, to take over the 
business of the old company, which was 
incorporated in April, 1916. The com- 
pany is engaged in the manufacture and 
sale of candy, confectionery, sugar, ice 
cream, soda water, syrups, and other like 
substances and commodities. All the 
‘company’s stores run lunch counters 


for the sale of sandwiches, pastry, etc. 
Loft’s is one of the largest candy produc- 
ing and selling companies, its chief com- 


“LOFT? 18 C- 


By ARTHUR J. NEUMARK 


Stores are young companies, and both have 
succeeded in obtaining quantity produc- 
tion of popular priced candies. Loft has 
two factories in operation now, one in 
New York City and the other in Long 
Island City, which are equipped with the 
best grade of modern candy-making ma- 
chinery. The company now has twenty- 
four stores in operation and several others 
are to be opened in the near future. There 
is also under construction a new factory 
in Long Island City, the opening of which 
has been delayed for some time past be- 
cause of construction difficulties, but it 
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petitor being the recently organized 


United Retail Stores. 
The Candy Industry 


The candy industry has no powerful 
coinbinations in it, such as kindred indus- 
tries like tobacco, or chewing gum, the 
nearest approach being the United Retail 
Stores. On the contrary, there are a mul- 
tiplicity of small companies competing ac- 
tively with one another. Quantity pro- 
duction and low operating costs are things 
that have been attained by very few, and 
there is much room for improvement along 
these lines. The industry offers excep- 
tional opportunities for strong organiza- 
tions that can operate complete units; that 
is, from the controlling of the sugar supply 
to the manufacturing and distributing of 
the candy. So far as Loft’s control of its 
sugar supply goes, the company has a 
close working agreement with the Central 
Dulce Nombre Co. of Cuba, which was 
recently purchased by Mr. Loft no doubt 
for the purpose of adequately supplying 
the company with sugar. It is stated that 

“this company can turn out about 38,000,000 
“pounds of sugar a year. 
Both Loft, Inc., and the United Retail 
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is expected this plant will be in opera- 
tion within the next few months. 

The stores that the company has in op- 
eration now can tax the present manufac- 
turing facilities of the company to the 
limit, so that before there is any further 
expansion of the business it will be abso- 
lutely essential that the new factory be 
put in operation. This new factory will be 
able to supply about thirty additional 
stores, thus, in time, more than doubling 
the present volume of business. 


Growth of the Company 


To a chain store enterprise, having a 
central source of supply, continual expan- 
sion is highly important. The larger the 
number of distributing or selling agencies 
the lower the unit cost. Loft has 
opened nine new stores since incorpora- 
tion in 1919. 

Sales increased from $2,891,401 in 1916 
to $7,542,666 in 1920, an increase of 
151.7%, and net profits, before Federal 
taxes, increased from $338,533 to $844,923, 
or 150%, in the same period. The 1920 
earnings were equivalent to $1.10 a share 
on the capital stock. ; ; 

It may be noted in passing that, for an 


industrial company to be able to show as 
great an increase in net profits as in sales 
is an exceptional achievement. In the case 
of Loft, Inc. this was made possible 
chiefly by the large number of new stores 
opened, which reduced the unit cost 
through a wider distribution of the com- 
pany’s products. This latter factor should 
prove increasingly important as expansion 
continues. 

The profits for 1920 were arrived at, 
after making full allowance for the loss 
sustained by the sudden drop in sugar 
prices, so that on December 31, 1920, the 
sugar on hand was figured at current mar- 
ket prices or cost, whichever was lower. 
If it had not been for this loss, the 
net profits of the company would have 
shown a considerably larger increase than 
sales over the same period. For instance, 
if we compare 1916 with 1919 we find that 
net profits increased 390% as against an 
increase of only 109% in sales for the same 
period. 

Since the first of the year the decline in 
sugar has been comparatively small, and 
will probably call for only a small in- 
ventory adjustment. Sales for the first 
three months of 1921 were at the same 
rate as in 1920. No figures were given 
as ‘to the net profits for this period, but 
it is very probable that they were less 
than those for the same period of 1920, 
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due to further write-offs in inventory 
losses, The sugar market does not seem 
to have reached bottom yet, so that it 
is quite probable that the company will 
have to make a still further cut 
into _ profits. However, once the 
(Continued on page 284) 
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American Linseed Company 








IKE many other industrial companies, 

American Linseed has experienced a 
sharp reversal from the _ prosperity 
of recent years. The company profited 
greatly from the war-boom but it suffered 
equally from the deflationary process 
which commenced in the spring of last 
year. In the past year there have been 
some striking changes. 
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‘Dollars per Skare- 
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Owing to the extreme falling off in 
demand for the company’s products, 
prices have been more than cut in half. 
With the bottom falling out of its mar- 
kets, the company was compelled to hus- 
band its resources and passed its com- 
mon dividends. This, of course, has been 
a common occurrence with many com- 
panies of late, but some of them, prin- 
cipally those in the basic industries, will 
eventually return to normal activity. 
American Linseed, however, is in a dif- 
ferent position and it is a serious question 
whether the company can return to its 
full war-time earning power or anything 
like it within a very long period. 

Although the company has been in 
existence for twenty-three years, prac- 
tically speaking, it is a war-product. Up 
to the time of the war, this company was 
never able to make a good showing either 
on its preferred or common stocks. With 
the outbreak of the war, however, prices 
rose sharply as demand increased, and the 
result was that for the first time in its 
history the company was able to report 
very respectable earnings on both classes 
of stock. The bursting of the war-bubble 
changed this situation. Prices dropped 
and demand fell off and the company is 
now finding itself rapidly reverting to its 
unfavorable pre-war position. 
for JUNE 25, 1921 





A Victim of the Price Decline 


Weak Markets and Anaemic Demand Too Much for American Linseed—Passing of the 
Common Dividend—The Outlook. 


The above suggests that American Lin- 
seed is dependent more than many other 
companies on an abnormal situation like 
the late war in order to make money. To 
a certain extent, of course, this is true of 
all industrial enterprises, but whereas 
many of these in pre-war times were able 
to do fairly well, the contrary is true of 
Linseed. Certainly, if the company is 
able to do no better in the future than 
it was able to do in the years preceding 
the war, it will not be in a position to 
present a very attractive picture on the 
earnings side. 
Linseed Oil 

One .of the principal products of the 
company, as its name might signify, is 
linseed oil. Linseed oil is used chiefly in 
paint manufacture. While the war was 
on the demand for linseed oil and paints 
was enormous on account of the very 
heavy construction activity in the period 
from 1915 to 1919. Prices rose steadily 
and at the beginning of 1920 (see graph) 
prices were the highest in history. The 
company naturally profited. 








AMERICAN LINSEED CO. 
(Including Subsidiaries.) 


Assets 
$17,098,184 $11,022,772 $6,075,412 
15,125,264 17,640,752 


1919 
1920 22,766,016 























The situatior is different to-day. While 
construction shows a tendency to increase, 
it is still far below normal. This means 
that demand for paints and consequently 
linseed oil, is below normal. 

There is also another factor in the sit- 
uation. In the years before the war, 
practically every house or building that 
was put up required painting. To-day 
many new houses have a stucco exterior, 
and houses with such an exterior do not 
require paint, except in some minor 
places. In the aggregate, the loss involved 
thereby to the paint manufacturers must 
be very large; and it is possible that in 
the future the demand -for paints and 
thereby linseed oil will not be nearly so 
large as in the past. 


A Substitute for Butter 


One of the chief products of American 
Linseed, through its subsidiary, the Nucoa 
Butter Company, is nucoa butter, which 
is a high-grade equivalent for butter. This 
company was acquired for cash by Amer- 
ican Linseed in June, 1917. It was a very 
profitable acquisition. When creamery 
butter was selling at 80 cents a pound, it 
was not a difficult thing to sell nucoa 
butter at 37 cents a pound. Many people, 
when they found that they could save 
about 40 cents a pound by buying nucoa 
butter instead of the real thing, suddenly 
developed a strong taste for this edible 










compound. Sales of nucoa butter increased 
tremendously and the company profited 
accordingly. But that was over a year 
ago. Since that time, butter has dropped 
to about 30 cents a pound and with nucoa 
butter selling at about the same price, it 
is obviously no advantage to the con- 
sumer to buy the substitute. As long as 
genuine butter sells at about the same or 
slightly higher prices than nucoa butter, 
sales of the latter are not going to break 
records. 
















Linseed’s Earnings 
From a statistical viewpoint, with re- 
gard to carnings, the record of American 
Linseed is unsatisfactory. In the 8-year 
period, 1913-1920, it earned only $31.22 a 
share, and these earnings were compressed 
completely in the war period of 1916-1920. 
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In the period 1913-1915, it earned nothing 
on the common stock. 

Even the preferred stock showed poor 
earning power until the war came along. 
It was not until 1917 that earnings were | 
sufficiently large to warrant the disburse- 
ment of dividends on the senior stock. 
Since that time, all accrued dividends on 
the preferred have been paid off. For a 
short time, dividends were paid at the 
rate of 75 cents quarterly on the common, 
but owing to the unfavorable turn in the 

(Continued on page 286) 
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nual rate of $22.75 earned on the com- 
mon the first quarter of this year. 


Is a Switch to Common Stocks 
Advisable? 
Have about $15,000 in Liberty Bonds, also 





ALLIED PACKER DEB. 6s. 
The Reorganization Plan 
If you had sold General Motors 7% Debenture 


stock last fall at 78 and invested the proceeds in 
Allied Packers 6% Debenture bonds at 66, what 


other high ‘e bonds, Would like to con 

vert most of the | Liberties into higher yielding 

securities ; ve im mind: pulnaee: Ta, "Bmig 

General Electric, American Tel. 

Pacific and Western Union ps Md , Do 

you think, if business should be bad for the year, would be your course of procedure at the present 

these stocks would go much lower?—E. S. G. timef Do you think it advisable to agree to the 
Even in the event of business not show- seed O% i p se ame I — soo eras 

P “ : mortgage is @ 

ing much improvement during the bal- preference rect for each thousand dollar de- 

—m of Say year, we are ” peg » Sa awe ee aS 
1eve the stocks mentioned in your letter 

will go very much lower. You should It is impossible to forecast what success 

not forget, however, that you propose 


Allied Packers will have in the future. 
switching from the very highest type of We feel it would be guess work to at- 
investment security into the common 


tempt it. It would seem to us, however, 
- : ; , dvi i 
shares of various companies which are, in rane hee Red $000 fo new poem 
their market movements, susceptible to 8% bonds and $500 in new 8% Sneed 
fluctuations in earnings and we feel on . ~~ Sh SSW Srp Seeeee 
the ti Id be safer f ¢ stock, 4% of which is cumulative, as is 
i ome pps ite d pork bad While the provided under the reorganization plan, 
shares you refer to are good, it would because on general principles the house- 
seem to us better to put part of your 


cleaning of a reorganization is usually 
- : better for all concerned. On the other 

surplus funds into preferred issues and 

we submit a few for your consideration, 


hand, we feel a switch into St. Louis and 
the dividends upon which seem secure: 


San Francisco income 6s, selling around 

4 $52, accepting the difference in price as a 

oe See > _— a loss would be a wise move and ultimately 
ferred, American Wool 7% preferred 


this switch should make up a good part, 
and Bethlehem Steel 8% preferred. Do 


if not all your loss and altogether prove 
: m to be profitable, because this road is on 

not construe this, please, as advice to seli 

your Liberties. 


the up grade and the bonds are followed 
by substantial issues of preferred and 
common stocks which, in a measure, form 
a safety buffer for the income bonds. You 
will find the Allied Packers bonds re- 
viewed in detail in our May 28 issue, 
where their speculative possibilities were 
fully discussed. 





“LACKAWANNA” 
Better Than Delaware & Hudson? 


I would be pleased to get some information 
regarding D. L. & W. Railroad stock. I can 
seemingly secure no information whatever here. 
As I understand it the company has a surtlus of 
gone ninety mill aoa ms and J stock ee ra 

os ing given o using out one- 0 

its surplus. This will be porte share for share. TRADING IN FRACTIONAL LOTS 
I also understand that they are going to give It’s Possible 

one share of coal stock in the company handlin ing 
its coal Dh gem oy for every share of railr 
stock an ~, right to subscribe for one additional 
share of coal stock at three dollars a share. Is 
this correct? I am holding ten shares of D. & 
H. at 96 dollars. Would it not be good at pres- 
ent prices under the above conditions, if they 
are true, to switch over the ten shares of D 

H. to five of the D. L. & W., paying the differ- 
ence’—Reader. 


On July 21 next the stockholders of 
the D. L. & W. will vote on the proposi- 
tion to sell the company’s coal properties 
to the Glen Alden Coal Company for 
$60,000,000. The coal company is now 
controlled by the D. L. & W. Stock- 
holders of record June 15 will be offered 
stock of the Glen Alden Coal Company 
at $5 per share, on a share for share 
basis. Right to subscribe expires August 
20, 1921, when full payment is due. On 
July 21, 1921, the stockholders will also 
vote on increasing the capital stock of the 
D. L. & W. from $42,277,000 to $87,277,- Apparently Time to Average 
000, teeny stock to be distributed thing & ell a ‘ oa be Py Son 
as a 100% stock dividend to be declared oer 
by the directors July 28, 1921. ay ty fp yy oF en 

In regard to your holdings of Delaware While we know that the automobile 
& Hudson, earning about 93% of its business is not in very good shape and 
fixed charges, we feel that it would be 


the outlook none too promising, it seems 
advisable for you to switch into Ilinois to us that the prevailing price for General 
Central at 92 with a $7 dividend. The 


Motors has discounted all the adverse fac- 
earnings of the latter are highly satis- 


} tors in the situation. re, very 
factory, being amply covered plus an an- powerful interests are behind this security 


I have been reading “O, s on Prosperity” 
in the May 14th issue of the Macazine, and 
have been wondering how those conversions would 
work out in practice. I never heard of trading 
being done in fractions of a share. I dont 
know whether others would be interested in this 
or not, but I would like to see a percarse® S 
voted to an explanation of this subject—C. F. W. 

In cases where allotments of securities 
are made in fractional lots, the usual 
procedure is for the company to establish 
a market for the buying and selling of 
fractional amounts in order to facilitate 
such readjustment of allotments as hold- 
ers of these securities wish to make. In 
other words, there is a market through 
which you can round out fractional lots 
of securities or dispose of the same if so 
desired. 


—_—_- 


GENERAL MOTORS 


and we feel that before long they will 
make a better market for General Motors. 
It is, therefore, our opinion that the pres- 
ent time is a good one to average your 
holdings. In a reasonable length of time 
this issue should enjoy considerable en- 
hancement in its market value. 





THE HOOD RUBBER COMPANY 
Some Information 


Kindly send me information on Hosd Rubber 
Company, Watertown, Mass.—A. S. L 


Hood Rubber Company sales during 
1920 amounted to $32,867,000, as com- 
pared with $25,444,016 during 1919. It is 
not expected that the company’s sales 
during the current year will be so large, 
but indications point to satisfactory earn- 
ings. 

At the end of 1920, the company had 
cash on hand amounting to $1,644,000 as 
against $1,084,000 at the end of 1919. In- 
ventories have been liberally written 
down and the company appears to be in 
fair shape financially. Recent reports re- 
garding operations indicate considerable 
increase in activity at the company’s 
plants. 

If you are considering a purchase of 
rubber stocks, we feel that you would be 
better off in the long run by buying 
Kelly Springfield, the outlook for which 
is improving and whose shares are act- 
ively dealt in on the N. Y. Stock Ex- 
change. 


A MIXED LIST 
What Will He Do With It? 

I would like to learn your opinion of the fol- 
lowing securities, and at the same time to know 
if you think I would do better to sell them or 
switch them: 4 shares, Atchison, Topeka & Sante 
Fe at 84; 25 shares, Missouri Pacific Railway at 
30; $200 Luzerne Co. Gas & Elec. 5s at 75; 
shares American Sugar Refining preferred at 
101; 25 shares Cuba Cane Sugar at 2H; 50 
shares Tonopah Belmont at 1%.—A. T. cA. 

We do not believe the outlook for the 
sugar companies is especially bright, and 
on this account we feel inclined to sug- 
gest that you dispose of your Cuban Cane 
Sugar at the first opportunity without loss 
or a small loss and. switch to General 
Motors at 11. Of course, we do not in- 
clude American Sugar Refining preferred 
in this suggestion, as this is a better class 
investment security. 

As we anticipate a higher market gen- 
erally before long, especially for the rails, 
we feel that you should hold your Atchi- 
son and Missouri Pacific. 

The outlook for mining shares is im- 
proving, and you will probably be able 
to sell your Tonopah Belmont to better 
advantage later on. 





U. S. INDUSTRIAL ALCOHOL 
Its Dividend Outlook 


Do you consider U. S. Industrial Alcohol a buy 
around egoas price of 68? Is the next dividend 


safef—F. L. 

We would not advise you to make a 
purchase of Industrial Xicohol at the 
present time. While it is possible the 
present dividend rate of 8% may be main- 
tained on this stock when the directors 
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meet for action, it is by no means certain 
that this will be the case,.and we would 
defer purchases of this security until 


some later date. Increasing competition 
in this industry is becoming more pro- 
nounced and we feel that you will lose 
relatively little by waiting a while before 
considering a purchase. The stock is in 
a speculative position, its present price 
apparently contradicting any impression 
that the present dividend is “a fixture.” 


FARM MORTGAGES 
How They Compare with Liberty Bonds 


We are a religious corporation depending on 
donations for operating our missions, but also 
— large sums for endowment and annuity 

ses. We have assets of a million and one- 
hal dollars ; we are tax exempt; we have accu- 
mulated in the past few zee rs $30, 000 in Liberty 
Bonds, received as contributions at pgr. In view 
of the fact that we are tax exempt it appears to us 
good policy to dispose of the Third and Fourth 
Liberty issue at the prevailing discount and rein- 
vest in farm mortgages, which is our exclusive 
field of investment. We calculate that we would 
be able, by investing at from 6% to 7%, to make 
money by ing so. Would you advise us to 
sell at this time and reinvest as proposed? O7 
do you think the outlook for higher quotations 
on the Liberty issues, in the near future, would 
warrant us waiting. You see it is necessary, 
whatever the auotation for the Liberty issues, 
that the yield approach as nearly 44% as 
pa The present yield is under 54A%.— 





We do not approve of the suggestion 
contained in your letter. Disregarding 
the strength of your organization and its 
ability to care for any investments which 
it might make in times of general de- 
pression, we feel that such a move as you 
speak of would be reckless in the ex- 
treme. To emphasize our point, we 
would call your attention to the highly 
inflated value of farm lands and the pos- 
sible heavy depreciation there is room for. 
The recent fall in commodity prices has 
already seriously affected the buying 
power of the farming community, and if 
perchance the prices of farm products 
continue to work lower or even remain 
stationary, a material lessening in the 
value of farm lands is quite probable. 
Mortgages taken out on farm lands today 
are hazardous, inasniuch as it is possible 
that, within a few years’ time, deflation in 
the value of farm property may be suffi- 
ciently heavy to bring the value of the 
land down to a point that would not cover 
the ‘mortgage. In no circumstances should 
you try to increase the income of your 
corporation through such methods. 





COURSEN-MATCHES OIL SYNDICATE 
Perhaps a Prejudice 


This section seems to be flooded with the 
enclosed “Coursen-Matches Oil Syndicate”’ litera- 
ture. It is rather suggestive and is calculated 
to pull in a great many inexperienced people. 
What do you know about it?—H., A. B. 


We are not surprised to find that we 
have nothing in our otherwise complete 
statistical: files as to the “Coursen-Matches 
Oil Syndicate.” Oil promotions multiply 
very rapidly, and it is practically im- 
possible to keep track of them. 

From what you have sent us about this 
company, however, we are not inclined 
to regard it favorably. The literature, 
whether properly or not, has that “chance 
of a life-time” flavor which characterizes 
so many unsuccessful undertakings. 
Secondly, the proposed capitalization— 
$250,000—threatens to limit too closely 
the company’s scope. Frequently it takes 
$25,000, sometimes as much as $100,000, 
to drill oil wells and a company must have 
more ample funds than the Coursen- 
Matches outfit has if it is not to be finan- 


for JUNE 25, 1921 


cially exhausted should its drillings fail. 
Finally, only a small proportion of our 
oil promotions of the past have proven 
successful and we would not advise flyers 
based on this company’s hope of being 
one of the lucky few. 

While precise details of the C.-M. Syndi- 
cate are lacking we know enough about 
similar undertakings to disbelieve in it 
as a speculation and to disapprove of it 
as an investment. 


KEOKUK & DES MOINES 5s 
Uncertain 


My record will show that I have not bothered 
you very much with questions to answer. Would 
like to have you let me know why the Keokuk 
& Des Moines bonds sell to yield 27.23. JI 
refer to the “M Ss 23” issue. hat chance 
would one take by purchasing them? 

I would c er it a favor if you would 
post me fully om the present conditions of this 
ae, y well as the prospects of the road,— 


Keokuk & Des Moines Ist mortgage 5s, 
1923, are guaranteed as to interest only 
by the Chicago, Rock Island & Pacific 
R. R. Company. The bonds are a direct 
lien on 162.34 miles of the company’s 
track. The earnings of the road have 
been unsatisfactory for some years past. 
The margin of earnings over interest 
charges has been small at all times, and 
in 1916 and 1917, the company, after pay- 
ment of interest, reported substantial def- 
icits. In 1918 interest was just about 
earned, and in 1919 there was a fair mar- 
gin of earnings in excess of interest re- 
quirements. 

Figures for 1920 are not available, but 
the prevailing price of the bond would 
indicate that the interest was not then 
earned, nor that it is being earned at 
present. These bonds are due October 1, 
1923, and doubt as to the company’s abil- 
ity to pay them at maturity is altogether 
accountable for the low price at which 
they are selling. We would consider a 
purchase of them a very poor risk, and 
at best doubtful. 

LOEWS, INC. BONDS 
Fairly Attractive 

I am enclosing a circular of an 8% guaran- 
teed first mortgage real estate serial gold bond 
of the Loews Theatres. These theatres are lo- 
cated im and near your city. What do you 


think of these bonds as a conservative investment 
for one’s savings?—F. L. D. 


Loews Theatres 8% real estate serial 
gold bonds are a fairly attractive specula- 
tive venture, but cannot be regarded as a 
first class mortgage risk. While the equity 
underlying the issue appears to be ample, 
the buildings from which the revenue 
to pay the interest on this security is 
derived, are not of a kind to make the 
income stable, inasmuch as only a small 
portion of them is devoted to purposes 
other than theatrical. If by some chance, 
a slump occurred in the moving picture 
business, necessitating the closing of thea- 
tres, the balance of revenue available 
would, in our opinion, be altogether too 
small for safety. 


D. & R. G. 5s 
Data 
As a subscriber of record to your magazine, 
] note reference in last issue to D. & R. G. 


lst and refunding 5s, 1955. I wish you would 
inform me as to where I may obtain data as to 
the exchange basis and reorganization.—J. A, H. 


The status of Denver & Rio Grande 
first and refunding 5s, 1955, remains un- 
changed, and these bonds are in no way 
affected by the sale of the road to the 








Western Pacific Railroad Corporation. 
Denver & Rio Grande was sold in No- 
vember, 1920, for $5,000,000 to satisfy a 
judgment of the Equitable Trust Com- 
pany for $38,000,000, and this judgment 
was confirmed by the Federal District 
Court at Denver on March 29, 1921. The 
sale practically wiped out all the equity 
that the common and preferred share- 
holders had in the property, but the posi- 
tion of the company’s bondholders was 
not affected. 


VICTOR AMERICAN FUEL 
Little Information 

I write you regarding the present status Fs the 
Victor American Fuel Company's 6% Bonds. 
Please o, me have your opinion on this sub 
ject.—C. A, EB, 

at Mey American Fuel Company Ist and 
ref. 6s, 1940, are strongly secured, have 
fair salability and are generally regarded 
as a good medium second class mortgage 
issue. They are a first mortgage on 31,867 
acres of coal lands, and a second lien on 
19,853 acres of land owned in fee by the 
company. These bonds have been as- 
sumed by the Gallup American Coal Com- 
pany, and the income available for the 
payment of their interest is not published. 





CHILE ws. SENECA 
Which? 
Please inform me if you advise the purchase 
believe 


of Chile rather than Seneca end if you 
gurgpere of either is at this time advisablef— 


Ultimately Chile Copper will be the 
world’s greatest producer. It also pos- 
sesses the advantage of having a very 
broad market for its stock at all times. 
But if it is your intention to buy one or 
the other of these stocks to hold until 
such a time as a good demand and satis- 
factory prices for the metal develop, it is 
probable that the best speculative oppor- 
tunity is to be found in Seneca. 

We feel, however, that Chino Copper 
holds better immediate prospects than 
either. 

CUBA CANE SUGAR 


lease furnish me with a report on 
Cuba Cane Sugar Corporation with respect to its 
10-year notes, preferred and common stock. I 
would like to know what issue the voting power 
is vested in—V. D. R. 


The immediate outlook for the sugar 
companies is not promising and unless you 
are willing to buy and hold Cuban Cane 
common and preferred shares for the 
long pull we would not endorse them. 
It is figured that the cost of production 
of raw sugar in Cuba today is about 1%4c 
a pound or more above the net selling 
price, while raws are selling in New York 
duty paid at 4%c. Considering the duty 
of 1.6c. per pound and insurance and 
freight, it can be seen that there is no 
margin of profit left for the raw sugar 
producers. A very large proportion of 
the Cuban sugar crop is still unsold. 

The dividend on the Cuba Cane’s pre- 
ferred shares was recently passed. Its 
7% convertible debentures 1930 are a 
direct obligation of the company but are 
not secured by a mortgage, though their 
equity is considered good. They are gen- 
erally rated as a fair second grade risk, 
but under present conditions, we would 
not recommend them. The preferred 
and common shares have equal voting 
power, each share of the stock of the 
company being entitled to one vote, 


Will you 
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Car Lighting & Power Co. 





The Light in Car Lighting 


It Flickers and Is in Danger of Being Snuffed Out 


EVERAL weeks ago I hung the 
Caveat Emptor sign on Car Light- 
ing & Power Company’s stock, and 
set forth a few reasons why it looked 
better to me as a wall-papering proposition 
than as a speculation—even than as a 


40 to 1 shot. 

Many owners of the stock, instead of 
sending me an embossed vote of gratitude 
for letting a modicum of daylight filter 
into the dismal and gloomy Car Light, sat 
themselves down and typed what they 
intended to be insulting messages of ill- 
will. 

One and all seem to want to believe that 
I am short Car Lighting and am making 
desperate and unavailing efforts to cover. 
Several threatened me with action by the 
district attorney, and ‘one Boston cor- 
respondent, in a sweetly vitriolic bunch 
of language, more than intimates that 
either I am a writer of tales of little ro- 
mance and less truth, or the officers of Car 
Lighting are—well, he used a word that 
always prefaced a fight in the working- 
men’s clubs in pre-Volstead days. 

Brother, you have said something and 
I was taught when quite young never to 
contradict my elders. From where I stand 
you appear to be entirely right. 


By JOHN READ 


be-desired analytical mind, but I will 
strive valiantly to use what mind is mine 
in an endeavor to analyze my statements 
regarding your company. 

Concentration, then, is the word, and, 
even if it gives us all a headache and a 
pain in the thorax, we will consider care- 
fully this in-a-manner-of-speaking impor- 
tant matter. Before we get through some 
of you, if you own much of the stock, 
may prefer to substitute “ponder prayer- 
fully” for “consider carefully.” 

However, that is a small matter 
which is best left to one’s own choosing 
while I get busy on my analysis. It 
may be well to remark in passing that 
mighty few things have been left to 
our own discretion these last few years, 
but I am no reformer. If one desires 
to cross Fifth Avenue while the traffic 
is sweeping north and south, go to it; 
if another delights in drinking decayed 
malt and hops, or wood alcohol, make 
metry; and, if there live a few who find 
their greatest pleasure in buying such 
stocks as Car Lighting; why should I 
be a kill-sport? 

Is there anything to be contradicted in 
the statement that the Clothel Refriger- 
ating Company’s stock is the only thing 


LIABILITIES : 
Capital stock 
Notes payable 


$8,110,453.28 


The Items 

As to the first item, “Cash, bills and 
accounts receivable $780,850.22,” a former 
officer of the Company—a director until 
November of last year—tells me that prac- 
tically all of this $780,850 is the Clothel 
Company’s debt to its parent, Car Light- 
ing. The puling infant is in debt to its 
decrepit, doddering daddy who has the 
same chance of collecting as a palsied man 
has of becoming a watchmaker. 

There are many stockholders who would 
like to know just what the second item, 
“Investments; stocks bonds and real es- 
tate $98,847.80,” is all about, and if the 
Company really owns any marketable se- 
curities. My guess is that this iter is 
only put in, like the extra letter in some 
conundrums, to make the problem less 
easy to solve, and to give proportion and 
add beauty to the picture. 

Let us not linger too long at any one 
interesting spot, but hurry along like reg- 
ular tourists to Item 3. Here we find, 
“Stocks of the Clothel Refrigerat- 
ing Company, $5,950,000.” Now, 





Perhaps you have not forgotten 
the rallying cry of the ballyho 
artists at the county fair, “You 
pay your money and you take your 
choice.” Just so in this case, 
either I am or they are. You may 
take your choice. And, after ail, 
most people believe only what it 
suits them to believe, so you will 
probably get sore and blame me 
for your troubles. But, my gosh, 
man, I didn’t cause them; I only 
told you about them. I pictured 
myself as the second coming of 
Paul Revere, riding about warn- 
ing the neighbors that things were 
pretty bad and worse were gal- 
loping our way. 

My mistake was in meddling in 





that’s a nice round sum, and the 
entire plant of the Clothel Com- 
pany is shown in the accompany- 
ing picture. The walls must be of 
jasper, the gates of pearl, the floors 
of gold, and each bearing of every 
machine must be jeweled. 

If that plant looks like six 
million dollars, Nero picked out 
something pretty cheap when 
he burned imperial Rome. He 
should have gone over to Bay- 
onne and fiddled after setting 
fire to a really costly building. 

Carrying stocks of a subsidiary 
company at high figures is an old 
habit of Car Lighting. 1 have be- 
fore me a report of the company 








other people’s business. As Mister 
Proverb said quite some time be- 
fore Benjamin Franklin thought to 
almost say it, “He that passeth by, and 
meddleth with strife belonging not to him, 
is like one that taketh a dog by the ears.” 
Had Shakespeare written that he would 
have made something like the following 
addendum, “But having taken a dog by 
the ears, twist said ears that the dog may 
be so busy considering his ears the twister 
will mean nothing to his dog’s life.” 
What's the Matter? 

Just what was it in my treatise on Car 
Lighting that: caused so many of you 
stockholders to rear up on your hind 
legs and trumpet forth squawks of rage 
and invectives? I haven’t a so-much-to- 
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The Clothe! Plant 


of value which Car Lighting owns? Let 
us gaze upon the enthralling report of 
Car Lighting for the year 1920. 


ASSETS : 


Cash, bills and accounts re- 
ceivable 
Investments ; stocks bonds and 
real estate 
Stocks of the Clothe! Refrig. 
5 


$8,110,453.28 


as of November 17, 1915, which 
shows the Clothel Company’s stock 
carried at $5,950,000, and stocks 
of the Consolidated Railway Electric 
Lighting & Equipment Company carried 
at $1,881,843. In 1918 this Consolidated, 
etc., Company took the air, or, as some 
say, went into bankruptcy. 


No Lack of Optimism 
Surely, either because of mismanage- 
ment, or fortuitous circumstance, Car 
Lighting has had tough times with its 
babies; but, no matter what else the man- 
agement has lacked, it never has been 
found wanting in unqualified optimism 
when addressing stockholders. In a state- 
ment accompanying the 1915 so-called bal- 
(Continued on page 294) 
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Seneca Copper Corporation 





Seneca Approaching Productive Stage 


Favorable Development Combined with Able Management Suggest an Addition to the List of 
Lake Superior Producers in the Near Future 


HE Seneca Copper Corporation was 
incorporated under the laws of New 
York in 1916, with a capital of $1,000,- 
000, without par value. At its organi- 
zation the corporation issued 200,000 shares 
of stock in consideration of $1,564,440 
cash and 13,926 of the 20,000 issued shares 
of capital stock of the Seneca Mining 
Co., which were purchased at $60 a share. 
The. total consideration for the 200,000 
shares issued was, therefore, $2,400,000. 
On October 10, 1918, the Seneca Copper 
Corporation purchased the balance of the 
outstanding 6,074 shares of the capital 
stock of the Seneca Mining Co., at $60 a 
share, and that company was accordingly 
dissolved, the new corporation acquiring 
all its property and assets, and assuming 
its liabilities. 

The Seneca Mining Co. was incorporated 
in Michigan on March 21, 1860. Its au- 
thorized capital was 20,000,000, all issued 
with a par value of $25, the amount paid 
in being $10.05 per share. It was a sub- 
sidiary, by majority stock ownership, of 
the Calumet & Hecla Mining Co. of Michi- 
gan, from which the Seneca Copper Cor- 
poration purchased its control. 

On October 4, 1919, the Seneca, Copper 
Corporation agreed to purchase from Calu- 
met & Hecla Mining Co. 79,500 shares of 
the 100,000 outstanding shares of the capi- 
tal stock of the Gratiot Mining Co. The 
shares. so purchased were to be paid for 
as follows: $15,000 on December 1, 1920; 
$15,000 on December 1, 1921; $15,000 De- 
cember 1, 1922; $50,000 December 1, 1923, 
and the balance of $360,000 December 1, 
1924. The object of this arrangement was 
to give the Seneca Copper Corporation the 
opportunity to pay for the stock from 
dividend profits it might make in the 
operation of the Gratiot property. Pay- 
ments may be anticipated by the Seneca 
Copper Corporation and discounted at the 
rate of 5%. 

On April 15, 1920 the company issued 
$500,000 five-year 8% convertible debenture 
bonds for cash. These bonds mature 
April 15, 1925. They are redeemable at 
any time on thirty days notice, at 110 
and interest. The bonds are convertible 
on and after April 15, 1922, into capital 
stock, at the rate of five shares of stock 
for each $100 par value of bond. The 
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By D. I. CASETT 


bonds are a direct obligation of the com- 
pany, but not secured by a mortgage. 
On June 3, 1920, the company provided 
for an increase of stated, capital to $1,- 
250,000, and an increase of capital stock to 
250,000 shares, without par value, 25,000 
shares of which are specifically reserved 
for conversion of the convertible debenture 
bonds, and 25,000 shares remain unissued. 
Recently the directors have recommended 
the authorization of an additional 100,000 
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shares of common stock of no par value. 
To summarize, the outstanding securities . 
of the corporation at this time consist 
of $500,000 of bonds, and 200,000 shares 
without par value. If we assign to the 
shares a recent market price of $16.75, the 
market value of the property is approxi- 
mately $3,850,000. 

In addition to the above, authority has 
been granted to list 25,000 additional 
shares on official notice of issuance, on 
conversion of its five year 8% convertible 
debenture bonds, due April 15, 1925; and 
also 25,000 additional shares of capital 
stock on official notice of issuance. 


The Company’s Property 
The property acquired from the Seneca 
Mining Co. is located in Keweenaw 


County, Michigan, and consists of 1,864 
acres owned in fee. This property covers 
a portion of the Kearsarge Amygdaloid 
Lode, which outcrops for a distance of 
about 2,000 feet. It is a blanket vein, 
15 ft. thick, underlying the entire property, 
and can be mined to a depth of approxi- 
mately 10,000 ft. In addition, the property 
covers portions of the Kearsarge Conglom- 
erate, Osceola Amygdaloid, Calumet Con- 
glomerate, Allouez Conglomerate, Pewa- 
bic Amygdaloid, and other copper lodes, 
all of which are being successfully worked 
by companies operating to the south of 
this corporation’s property. These blanket 
veins dip towards the northeast approxi- 
mately 34°. The mine is on the Keweenaw 
Central Railway. 

This property was developed by diamond 
drilling in 1907 and 1908, and good cores 
were obtained from the Kearsarge Amyg- 
daloid lode. A three-compartment shaft 
was sunk to a depth of 957 ft., at a point 
about 3,000 ft. north of the No. 1 shaft of 
the Gratiot Mine. This development 
showed little copper above the fourth 
level, but on the fifth level the Kearsarge 
lode proved to be about 15 ft. wide, and 
carries a 4 ft. streak of payable ore. Early 
in 1918 the company started another three- 
compartment shaft near the Mohawk prop- 
erty. This shaft is vertical for 1,450 ft. 
and then curves to meet and follow the 
Kearsarge Amygdaloid bed, which dips at 
an angle of about 34° from the horizontal. 
Late in 1919 this shaft was 1,985 ft. deep, 
and at the end of 1920 it had attained a 
total depth of 2,416 ft. During 1920 the 
shaft was concreted from 1,868 ft. to 2,264 
ft. a distance of 396 ft., and it is a fine 
piece of engineering work. The shaft 
was sunk during a period of high labor 
and material prices, and therefore its cost 
has been above normal, When properly 
equipped, it will be capable of handling 
a large tonnage. By the first of May, 
1921, this main shaft had attained a depth 
of 2,509 ft., or 21 ft. below the seventh 
level. The shaft cuts the Kearsarge lode 
at a depth of 1,600°ft., passes through it 
into the foot-wall, and is then continued 
as an incline shaft paralleling the lode, 
but at a safe distance of 45 ft. from it. 
The first level cross-cut was driven from 
the 1,738 ft. point in the shaft, and succes- 
sive levels were driven approximately 128 
ft. apart on the dips of the lode, making 
six cross-cuts in all. The cross-cut for the 
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Courtesy National City Co. 


Building Your 


Future Income 


Applied Fatalism 


HE human race is a thing of moods, of alternating fits 
of cheerfulness and discouragement, of intense mental 
activity and torpor. We have our moments when 

nothing seems impossible; later moments when the simplest 
task proves burdensome. 

Our “‘luck,” too, runs in fits and starts; today everything 
we touch. turns to gold; tomorrow, the whole world seems 
bent upon destroying us. 

It is as though the Source from which we come had been 
more intent on making this existence interesting than It was 
on making it comfortable. 

* 8 *& 


USINESS—nothing more than a sort of glorified indi- 

vidual—partakes of the nature of the individual in all 
things; but business resembles the individual most in its ups 
and downs. As surely as the night follows the day, a period 
of intense business activity will be followed by a compen- 
sating period of depression; for each “seven” lean years 
there will be seven years of plenty. 

We don’t have to consult the psychologists or the physicians 
to learn the why of human variability. Common sense ap- 
plied to common experience has demonstrated that it is 
simply a matter of our not being equipped to sustain any 
single emotion for any great length of time. Nobody can 
smile continually; we can’t be forever disgusted or discour- 
aged; there’s a very decided limit to the length of time any 
sane human can concentrate on his work or even on his play. 

The varying phases in business are similarly explained. 
Our markets cannot always sustain a given degree of activity. 
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If the energies of a nation are turned for a period of years 
to large-scale production, there will certainly come a time 
when this production will catch up with and of its own 
momentum, eventually pass demand. Vice versa, the slow- 
ing up of production will leave more and more people un- 
equipped until, eventually, demand will catch up with pro- 
duction. 
* 8 ®& 

HESE “‘phases” in business have come to be known as 

cycles. Economists have plotted out the cycles we have 
had since American business began, and the result is a constant 
and strikingly even succession of boom, reaction, depression, 
activity, boom, reaction and depression. . . . 

The spread between the peaks of each cycle may be re- 
duced by artificial means; but experience has taught that the 
spread can never be entirely obliterated. It seems to be our 
fate to be incessantly either on the way up or else on the way 


down. 
on ae 


WHEREFORE, it is the wise business man’s policy, dur- 

ing each existing cycle to make ready for the succeeding 
one; in times of excessive demand, to protect his organization 
against the day when the supply will be excessive; in times 
of underproduction to make ready for the eventual overlap- 
ping of demand. 

And the wise investor’s policy not to expect security prices 
to go up forever, or go down forever; but, instead, when 
they are abnormally high to watch for the reaction, and when 
they are abnormally low to watch for the recovery. 
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ROUP insurance is the latest innova- 
tion of the old line life insurance 
companies. The policy issued under 
this form of insurance covers a group of 
not fewer than fifty employees of a single 
firm. It is issued without medical exami- 
nation except in the few states where 
medical examination is required by law. 
A master policy is issued to the em- 
ployer, setting forth the plan together with 
a table of rates. Each employee in the 
group insured receives an individual policy, 
containing the names of the employer, em- 
ployee, beneficiary, and the amount for 
which the employee is insured. Each in- 
dividual in the group is thus insured for 
a stated amount, regardless of age, sex or 
character of employment. 
Some Specifications 
Some policies regard the length of serv- 
ice of an employee. For instance: 


Service of less than one year.. $1,000 
es “ one to two years.. 1, 


= “ two to three years. 1,400 
” “ three to four years. 1,600 
“ four to five years.. 1,800 
os “ five years and over. 2,000 


These increases by the year can be made 
to suit the individual requirements and 
continued for ten or more years instead of 
five. The length-of-service plan has the 
advantage of giving the employee addi- 
tional benefits for remaining with his pres- 
-ent employer. The larger amount is worth 
waiting for so he will be reluctant to leave 
when it means a forfeiting of part of his 
insurance. 

Some policies may be issued whereby the 
individual of a group may be insured for 
an amount corresponding to his yearly 
salary, or to some percentage of it. 


Rates 


There is a slight variation in rates, ac- 
cording to companies and other circum- 
stances, but in the majority of groups the 
premium works out to about $10.00 per 
thousand for each individual. Where there 
is an unusual number of employees at ad- 
vanced ages the average premium will be 
higher. Likewise, in groups where an un- 
usual proportion of those included are 
young, the average premium will be lower. 
Premiums may be paid annually, semi-an- 
nually, quartefly or monthly. 

System 

The risk is assumed by the company im- 
mediately upon its approval of the applica- 
tion duly signed by the employer, together 
with a check for the payment of the first 
year’s premium. 

Usually the employer furnishes the in- 
surance company, immediately after the 
first of. edch month, a list of the persons, 
if any, who have become eligible for in- 
surance during the month preceding. The 
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A Reciprocity Idea for Employers—How It Works—Some Provisions 





company then returns the individual poli- 
cies or certificates to the new members of 
the group. Should one of these new en- 
trants die prior to the receipt of the list 
for the company, the death claim is paid. 

Similarly, the employer will furnish on 
a form provided by the insurance com- 
pany, a list of those who have left his 
service during the preceding month, and 
who, in consequence, have relinquished 
their insurance. Some companies, as, for 
instance, the Prudential, in order to save 
the employer the trouble and expense of 
monthly or other periodical adjustments of 
debits and credits due to incoming and 
outgoing of employees, or increases of in- 
surance due to service or salary, have in- 
augurated the system of adjusting all these 
items by presenting one statement at the 
end of each policy year. 


Dividends 

Group policies will be credited with 
dividends as apportioned at the end of the 
first and subsequent policy years. The 
standard dividend is based usually on the 
experience of the group business as a 
whole, but the dividend for each individual 
group is modified by the mortality experi- 
ence thereunder. Hence, the employer 
will receive in increased dividends a proper 
allowance for low mortality due to any 
welfare work which he may undertake 
for the benefit of his employees. 

Disability 

If an employee in a group, while less 
than sixty years of age, and while the 
insurance on his life is in force, shall 
become totally and permanently disabled 
or in any way incapacitated to such an 
extent that he or she is rendered unable 
to perform any kind of work, the amount 
of insurance will be paid to such employee, 
either in one lump sum twelve months 
after the company has received due proof 
of the disability, or in monthly instal- 
ments during five years, the first instal- 
ment to be payable three months after the 
company has received due proof of such 
disability. The disability benefits are 
granted subject to the full recovery by the 
insured, if such a happy event should 
occur. Permanent loss of the sight of both 
eyes, or loss of both hands or both feet, 
would be considered total and permanent 
disability. 

Conversion of Insurance 


When the insurance on a life of an em- 
ployee in a group shall terminate by reason 
of the termination of his employment, the 
insurance company will issue, upon appli- 
cation by the employee within thirty-one 
days after the date of such termination of 
employment, without any physical exami- 
nation; a policy on his or her life on any 
of the forms customarily issued by the 
company, except term insurance. This 
new policy shall. be issued for the same 
amount for which the employee was in- 
sured under the group insurance form at 
the time of the termination of employment. 
The employee who takes advantage of this 
offer on the part of the company is re- 


quired to pay such a rate or premium as 
the company charges at the time to any 
one it might insure, regardless-of the 
group insurance rates. 


Advantages 


From the standpoint of the employer 
the advantages of this form of insur- 
ance are apparent. It keeps the em- 
ployees on the job and tends to lessen 
their instability — quitting and hiring 
out somewhere else, and then coming 
back, and so on. It does away with 
“passing the hat” when an employee 
dies or is permanently disabled. It at- 
tracts a higher class of applicants for 
employment. It makes the wife of an 
employee a sort of a silent partner in 
the business. It improves the efficiency 
of all the men. 

It is the usual thing for the employer to 
stand the expense of this insurance, and it 
is about the last word in welfare activity. 

What does group insurance do for the 
employee? It gives him some capital if he 
is totally disabled, and his family some 
capital if he dies. It demonstrates his em- 
ployer’s real interest in him. It dis- 
courages his throwing up his job and en- 
courages loyalty. It arouses interest in 
saving accumulation, and fosters thrift and 
contentment at home. 

As a reciprocal proposition based on the 
motive of real service, and passing back 
and forth between employer and employee, 
there is nothing grander than this new 
scheme of group insurance. 





EXCHANGE AND SECURITIES 
One of the most important items in 


the “invisible balance of trade” is the 
movement of securities. Bonds ' and 
stocks, in the last analysis, represent 


goods, and the shipment of securities from 
one market to another has the same effect 
as a shipment of goods. In normal times 
the equalization of the trade balance 
between countries was largely effected in 
this way, and one of the principal foun- 
dations of Britain’s financial strength was 
that in London she had the world’s great 
free market for the purchase and sale of 
the securities of every country. 

New York has become such a market. 
Since the war the import of foreign se- 
curities has grown to immense propor- 
tions, and has done much to balance our 
heavy excess of commodity exports, The 
great feature of the movement has been 
our import of securities of other countries 
payable in sterling, the possession of 
which now puts us in a very strong posi- 
tion in foreign financial markets. The 
American owners of such bonds have an 
international market to support them. 

At the present time, when our inter- 
national account is so much out of bal- 
ance, increasing the price of the dollar 
and depressing the prices of foreign cur- 
rencies, every purchase of a bond im- 
ported from abroad helps to balance our 
account with the world and restore ex- 
change rates to normal.—Paine, Webber 
& Company. 
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The Mortgage Investor 
Selecting Suitable Issues — How the Bonds Are Marketed — A 


Public Market 


HERE being no established and recog- 
nized market place for the purchase 
and sale’of mortgage bonds, such as ex- 
ists for stocks and other bonds, there is 
no centrally published lists of them from 
which an investor may make a selection. 
But banking houses making a specialty of 
mortgage bonds will supply lists, describ- 
ing such opportunities with varying fea- 
tures to suit the differing individual de- 
mands, 

Some mortgage bond banking houses 
specialize in first mortgage bonds on city 
properties, such as large office buildings,— 
others on industrial properties, and still 
others on farm properties. 


Earnings Should Be Considered 


The earnings of a property should be 
considered no less than its intrinsic value 
in estimating the desirability of a mort- 
gage bond upon it. The best banking 
houses specializing in mortgage bonds will 
not consider a loan no matter how great 
the margin of safety may be as to valua- 
tion, unless the income from the property 
is more than sufficient to meet the an- 
nual bond interest charges, pay off a part 
of the principal of the bond each year, and 
still leave a satisfactory surplus for the 
borrower. 

For instance, a borrower wants $500,000 
on a piece of property valued at $1,250,- 
000, producing a net income of $37,500. 
Considering the amortization plan or sink- 
ing fund requirements, you would be re- 
quired to pay off probably not less than 
$25,000 on the loan each year, which, with 
interest at 6%, would make yearly charges 
of $55,000. Now this would not be a de- 
sirable loan, although the security is good, 
as the borrower cannot consistently meet 
the interest and principal charges. But 
a loan of $500,000 on a piece of property 
valued at $900,000 with a net income of 
$75,000 would be better, as the income is 
ample to meet. both the principal and in- 
terest charges and leave a surplus for the 
borrower. 


How Bonds Are Marketed 


Most banking houses that handle first 
mortgage bonds do not act as brokers, 
but they purchase the mortgages outright, 
then break them up in small denominations 
of from $100 upwards, and sell them to 
the investing public. These bonds are 
not the certificates of the banking house 
nor its obligation in any form. They are 
securities which the house has purchased, 
underwritten and recommend. 

The banking house thus markets these 
first mortgage bonds in exactly the same 
way in which high grade municipal, rail- 
road and public utility bonds are sold by 
houses dealing in such issues. Of course, 
each house has its own amortization plan, 
which will be considtred later, and also its 
own system and method peculiar to itself. 


Sinking Fund Feature 


In reference to mortgage bonds, a sink- 
ing fund is made up of sums set aside 
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at regular intervals to provide for the pay- 
ment of all or part of the principal of the 
debt. Sometimes this money is used to 
pay off some of the.debt itself from time 
to time, and sometimes it is held until 
the maturity of the debt and then ap- 
plied to its payment, and in the meantime 
invested so that it may be earning interest. 
Some banking houses require that a 
regular fixed amount of money must be 
taken from the rentals of a property as 
collected each month, and must be de- 
posited immediately with the House for 
the hondholders.- For example, suppose 
that in a $2,000,000 bond issue, $120,000 
of the bond mature in the year 1921 and 
the total interest payment during the year 
also amounts to $120,000. In the year 
1921, therefore, $240,000 in cash must be 
provided to meet the claims of the bond- 
holders. Accordingly, there being twelve 
months in a year, $20,000 must be taken 
from the earnings of the borrowing cor- 
poration each month and deposited with 
the house to pay principal and interest 
of the bonds as they come due. 
Sometimes a mortgage provides for a 


sinking fund 
ments, semi-annual payments or annual 
payments. 

There are many ways to provide for the 
maintenance of sinking funds which give 


requiring quarterly pay- 


greater security to bondholders. Bond 
issues put out by mining companies, lum- 
ber companies and other businesses having 
assets which are constantly being used up 
and not replaced, are often protected by 
sinking funds calculated on this yearly 
waste. Timber bonds secured by tracts 
of standing timber, are usually issued up 
to about half of the market value of the 
timber. The mortgage should contain 
provisions which insure the regular deposit 
of an amount per thousand feet for all 
timber cut sufficient to retire all the bonds 
when about half of the timber is con- 
sumed,—these deposits to be applied to 
the payment of principal of the bonds 
as the several serials become due. 

The Baldwin Locomotive Works has a 
different sinking fund scheme. The com- 
pany has an authorized issue of $10,000,- 
000 first sinking fund gold 5s, the mortgage 
of which provides that the net quick assets 
of the corporation shall at all times equal 
the aggregate indebtedness, including the 
bonds outstanding. 

A “serial bond” needs no sinking fund. 
It takes the place of a sinking fund and 

(Continued on page 270) 





A Little Personal History 
An Interesting Letter from a Reader of the Magazine 


WAS left on my own resources at the 

age of 12 and, due to the many ex- 
periences such as would naturally come 
to a lad between the impressionable ages 
of 12 and 20, who must make his own 
living away from all relatives and alone 
in a large city, I determined to first secure 
an education and second to save my money 
and, if possible, become independent. 

I am now thirty-three years of age and 
am chief engineer of a good sized coal 
company and have achieved a fair pro- 
portion of my ambitions as noted above. 

Of course I have had my eye teeth 
pulled along investment lines, managing 
to lose about the first thousand I had 
slowly accumulated, in Wheeling & Lake 
Erie and Allis Chalmers during the reor- 
ganization of those companies several years 
ago. 

Some years ago I read your little book 
entitled “Financial Independence at Fifty” 
and was greatly impressed with the con- 
cise way in which the matter of achieving 
financial independence at fifty was pre- 
sented. This book appeals to the man of 
average income. and the suggestions of- 
fered in it with the tables and graphs were 
very interesting to me. 

Over a period of twelve years, starting 
with average savings during the first seven 
years of that time (the discouraging 
period) of about $350.00 per year, I have 
accumulated some $12,000.00 worth of 
securities, that have, as far as I can de- 
termine from reading THe MAGAZINE OF 
Watt Srreet and other - financial papers, 
and a study of the financial reports of 
the companies represented, good sound 
values behind them. 


THE MAGAZINE OF WALL STREET 


I have endeavored to distribute my eggs 
in several baskets as you will notice. The 
$5,000 worth of bonds of the Union Col- 
lieries Co., while not listed, are fully se- 
cured by a closed first mortgage on coal 
lands and equipment worth six millions 


and are outstanding to the amount of . 


$900,000. The following are the securities 
I have invested in: $5,000 6% first mort- 
gage bonds of the Union Collieries Co., 
due 1936, interest $300.00; $2,000 714% 
conv. gold notes of the Sinclair Cons. 
Oil Corp., due 1925, interest $150.00; 
$2,000 7% gold bonds, Penna. R. R., due 
1930, interest $140.00; $1,000 7% conv. 
gold note Goodrich Rubber Co., due 1925, 
interest $70.00; $1,000 8% first mortgage 
gold bond Goodyear Rubber Co., due 1941, 
interest $80.00; 10 shares Pittsburgh Coal 
Co. preferred stock, dividend $60.00. 


My method of accumulating my very 
small fortune is as follows: Borrow from 
the bank about $2,000 at 6% on 90-day 
notes secured by some of the above se- 
curities; purchase good bonds when the 
market conditions are right. By doing this 
I keep all my available savings con- 
stantly employed at the highest rate of 
interest consistent with safety (As sug- 
gested in your little book.) This is a 
fine idea and establishes a man’s credit 
with his bank. 

I hope to accumulate a total of $30,000 
within the next 5 years which will give 
me an outside income of about $1950 per 
year. Along with my salary (even if it 
remains as at present) I shall have a total 
income of about $7,000 per year, with 
which to educate our boy and enjoy the 
simple pleasures of life—F. L. B. 
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What It Costs to Live 


Can a $5,000 Man Save $1,600 Yearly?—The High Cost of “Incidentals” 


Editor’s Note: The following analysis of living costs is in response to our request for readers’ comments 
on the article “Do You Earn $5,000 a Year?” written by E. D. King and appearing in our issue of May 14. 


OUR article entitled “Do You 

Earn $5,000 a Year,” and appear- 
ing in the issue of May 14, contained 
much of interest to all men who are 
trying to achieve financial independence. 
This is a subject to which I have given 
considerable thought for a long time, 
and as you have invited criticism on the 
article I make free to accept your in- 
vitation. 

I assume the writer is taking for his 
example a man of at least average 
ability, who has had professional or 
technical training for the position he 
occupies; otherwise it is hardly likely 
that he would be earning a salary of 
$5,000 at the comparatively early age 
of 30 years. I think we might reason- 
ably suppose him to be a graduate of 
one of our higher institutions of learn- 
ing, and that consequently he has some 
expenses which would not be 


By “TECHNICAL” 


As to the Budget 

Next, as to the budget. I think the 
total is about what it should be, but I 
would differ as to details. For a long 
time I have kept a classified record of 
my expenses and at the beginning of 
each year I make my estimate for the 
twelve months succeeding. I am con- 
siderably older than the man your con- 
tributor uses as an example, and my 
income is decidedly smaller, but in some 
ways our situations may be compar- 
able; and I use my own figures as a 
basis for criticism. 

I was graduated from one of our 
prominent scientific institutions (Mass. 
Inst. of Technology), and have prac- 
tically ever since that time been with 
the corporation I have mentioned. I 
am married and have had three chil- 
dren, of whom two are living, both of 
high school age. I own my home, and 
for purposes. of comparison I have 


the $5,000 income. His cost for feeding 
three persons might be $100 more than 
mine for four. I assume the rent 
charge includes cost of fuel and I will 
add $100 to the sum of the two items 
in my budget. I would leave estimate 
for clothing at $400. I think $100 
enough for amusements, for our man is 
probably too busy earning his salary to 
give more than a moderate amount of 
time to diversions of this sort. House 
furnishings might be covered by $100, 
although I realize this is pretty low. I 
suppose the item of education includes 
cost of books and papers and also such 
gifts and contributions to church, hos- 
pitals, and other charities as a man of 
his income should make or else be 
justly rated as a “piker.” I would call 
$300 a very low figure indeed, but I 
will use it. 


The Item of “Incidentals”’ 


Now comes the item of “inci- 
dentals” for which your con- 
































necessary to a man in a lower — 
social station. I refer to mem- tributor appropriates $350, and 
bership fees in technical socie- SAVINGS OF A $5,000 MAN this happens to be the same 
ties and other similar obliga- figure I am using in my own 
tions which fall to the lot of King’s ‘“Technical’s” H budget. This item would in- 
the college trained man. —, Budget Budget clude traveling expenses, per- 
eee ee eer $1,200 $830 sonal taxes, medical expenses, 
A Most Unusual Individual Geet 900 670 and cost of telephone (as I as- 
To begin with, I should say Clothing ........ 400 400 sume he has one). We should 
this man was a most unusual pa ae 250 100 include $1 per week for laundry 
individual and could hardly be House Furnishings. 150 100 bills and a reasonable appropria- 
considered as typical of his Educati 150 300° tion for domestic help in the 
class. I refer to the matter of eer a 20° 20/89 home. Also there are miscel- 
salary. I have for many years incidentals ...... 350 1,000 laneous charges such as society, 
been connected with one of the $3,400 $3,400 club and lodge dues, postage, 
larger corporations in the East tor Ins ~ ; stationery and many others. 
(Boston & Maine R. R.), which Balances Sie \Eneer- I would say by way of ex- 
has a total invested capital of ance & Investment 1,600 1,600 } planation that some of my costs 
nearly 250 millions and employs are abnormally low on account 
about 22,000 people; although Total > eels $5,000 $5,000 of circumstances peculiar to my 
at the peak of the after-the-war Plus charity fl own case. If I were enjoying 
boom the number approximated | a salary of $5,000 and were liv- 
males ing under average conditions 








29,000. There are 45 or 50 men 
who receive $5,000 per year or 
more—about one-quarter of one per- 
cent. Furthermore, I understand that 
all these men are over 30. If I were 
to confine myself to my own depart- 
ment (Engincering), which is composed 
in large part of technically trained men, 
the proportion of high salaried men 
would be greater, or approximately one 
and a half percent; but none of our 
$5,000 men are under 50. Should it be 
suggested that these salary figures are 
abnormally low I would say that the 
men employed by this corporation have 
received full benefit of the increase in 
wages and salaries resulting from war 
time prices. 

Doubtless we can find men who are 
earning $5,000 a year at 30, but I do 
not believe the average man in the class 
we are considering could have any such 
expectation. My own investigations 
would lead me to name $3,000 as a 
much more reasonable figure. 


for JUNE 25, 1921 


added to my estimate for rent (or its 
equivalent) an interest charge of six 
percent on my original investment; and 
have increased my income by a like 
amount. On this basis my income for 
last year amounted to $3,700, and I am 
assuming the same figure for 1921. My 
estimate for the present year is as 
below: 


Percent 
of Income 

OS a ee a $730 20 
NR awake tense Adthil 420 11 
ee ee 250 7 
pe ee | 150 4 
EPPO 210 6 
Incidentals ........... 350 9 
TmSuranece cc. cccccscce 110 3 

$2,220 60 
For Investment ....... $1,480 40 


I should change these figures some- 
what to fit the case of the man with 


many changes would be neces- 
sary. Two hundred dollars should be 
allowed for traveling expenses. This 
would provide 20 cents per day for car 
fares and give the family an annual 
outing trip of four or five days. If 
our man lives in a state having an in- 
come tax he will need to allow at least 
$200 for personal taxes. Medical ex- 
penses, which include charges of phy- 
sicians, nurses, dentists and oculists 
would probably average at least $150 
one year with another. Some years 
my own bills under this heading have 
amounted to much more than that. A 
single hospital operation would send 
the figure sky-rocketing. A family 
having one young child with a reason- 
able prospect of others in the future 
must have some domestic help and $200 
a year would be a very small allow- 
ance. We would then have for “inci- 
dentals”— 

(Continued on page 288) 
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Points for Income Builders 


The Why of Scrip Dividends—Quick Way to Figure Rights—How Short Selling Is Done 


HE recent declaration of its dividends 

in the form of “scrip” by a corpora- 

tion having one of the largest stockhold- 

ers’ lists in the country, makes the sub- 

ject of scrip dividends of pretty general 
interest. 

Dividends are paid in the form of scrip 
when, in the opinion of a corporation’s 
directors, it is desirable to conserve 
cash. 

In the case of the corporation in mind, 
the scrip dividends declared will be for- 
warded to stockholders in the form of a 
negotiable certificate, bearing interest and 
for which a regular market will exist. 
They will be, in effect, a promise to pay; 
and, although no definite date is to be set 
upon which payment will be made, never- 
theless the scrip will constitute an obli- 
gation of the company. It is probable that 
a bonus will accompany the discharge of 
this obligation. 

Once a market has been established for 
the scrip dividends of the corporation in 
mind, it will be possible for stockholders 
to turn the scrip into cash if they wish to 
do so. However, the fact that the scrip 
will bear interest and will also more than 
likely be in line for a small bonus, will 
be a deterrent from their sale at what it 
is natural to expect will be a concession 
from face value. 


’ SHORT SELLING 


Short selling is an operation which 
newcomers in Wall Street find just about 
as understandable as the Einstein theory. 
Old timers, on the other hand, will proba- 
bly resent our elaborating on what they 
consider such a simple proceeding. This 
department is principally for the new- 
comers, however, so the veterans will have 
to step aside for a moment while we will 
attempt to explain the process. 

When you sell a stock short, you put 
yourself—or your account—into a posi- 
tion enabling you to profit from a decline 
in that stock. You join the exclusive crew 
who profit from adversity. 

The way you manage it, in practice, is 
to simply tell your broker to “go short” 
of so many shares of a certain stock for 
you. He finds a buyer for these shares, 
agrees on the price to be paid, and con- 
tracts to deliver them to the buyer; then, 
so that actual deliveries may be accom- 
plished, he borrows the shares from 
somebody else for you—and makes the 
delivery. 

Thus, when the operation is completed, 
you are in the position of having sold 
stock to Somebody A which you merely 
borrowed from Somebody B. 

We will suppose that you are a re- 
markably fortunate person; that you sell 


They also claim that the people who go 
short of stocks on an upswing generally 
keep the movement from exceeding rea- 
sonable bounds. The critics complain that 
the short seller is a “wrecker of values” ; 
they dislike his being permitted to bor- 
row stock from a long account when he 
hopes that, by so doing, he will profit from 
a decline. 

The Street’s ideas on the subject brush 
aside, as usual, all theoretical arguments 
and epitomize short ‘selling in the fol- 
lowing : 

“He who sells what isn’t his’n, 
“Has got to pay, or go to pris’n.” 


A SEAT ON THE EXCHANGE 


The Term “Stock Exchange Seat” sim- 
ply means a membership in the exchange. 
The value of a membership fluctuates in 
parallel with the activity of the market. 
Seats have grown increasingly valuable 
as time has passed; whereas a member- 
ship might be purchased just forty years 
ago at less than $3,000, as much as $115,- 
000 was actually paid for one about a year 
ago. The last membership to be pur- 
chased was in the neighborhood of $85,000. 
The owner of a seat may not transfer 
the same without the consent of the au- 
thorities. 








RIGHTS 


THE CURB 





In a recent issue there 
was contained in this de- 
partment a plan for figur- 
ing the value of “rights.” 
Judging from the letters 
that have been received 
commenting on the plan, as 
presented, there must be 
a large number of invest- 
ors interested in the proc- 
ess. Mr. Daniel Sullivan, 
Newton Centre, Mass., ob- 
jecting to the brevity of 
the item, says: 

“The matter of ‘rights’ 
should not be dropped on 
such cursory. treatment. 
Their valuation has at 
times puzzled experts, and 
a series of interesting arti- 
cles might well be devoted 
to the subject. A long ex- 





Stock selling at 120 

20.00 — 11 = 1.818 x 10 = 18.18 + 
100 = 118.18 

120.00 — 1.818 = 118.18 


Stock selling at 162 
42.00 — 7 = 6.00 x 6 = 36.00 + 120 


A QUICK WAY TO FIGURE “RIGHTS” 


Divide the difference between the market price and the 
cost price of the new share by one more than the number its 


of rights required. 

Stock selling at 106 

6.00 — 6 = 1.00 x 5 = 5.00 + 100.00 
105.00 

106.00 — 1.00 — 105.00 


162.00 — 6.00 — 156.00 


5 rights for new stock at 100 


Cost of new share 
Stock “Ex” 


10 rights for new stock at 100 


Cost of new share 


6 rights for new stock at 120 


What is probably the 
greatest open-air security 
market in the world has 
habitat on Broad 
Street, New York City, 
where several hundred 
brokers, agents and mes- 
senger boys do business. 

The usefulness of the 
organization consists in 
the public market it pro- 
vides for securities not 
sufficiently seasoned to be 
listed on the regular Ex- 
change. 

All securities dealt in on 
the Curb are not neces- 
sarily ill-seasoned. For 
example, shares in the 
former subsidiaries of 
Standard Oil have been on 
the Curb ever since the 
old New Jersey company 











perience on ‘the Street’ 








leads me to think that the 
average business man is 
very much at sea on the matter.” 

Mr. George H. Jennings, Wallingford 
Road, Boston, suggests a quicker way of 
figuring rights than the one presented in 
the following: 

“In these days of ‘efficiency’ why use 
so many figures to figure rights? Sim- 
ply tell your readers to divide the differ- 
ence between the market price and the 
cost price of the new share by one more 
than the number of rights required.” 

The manner in which the latter plan 
works out in practice, our correspondent 
shows in the table on this page. 
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the borrowed stock at 95; that a few 
days later it declines to 90. Then, if 
besides being fortunate, you are contented 
with a reasonable profit, you buy back an 
equivalent lot and have it delivered to 
the person from whom you borrowed the 
original lot. 

The practice of selling stocks short has 
been a bone of contention ever since it 
was instituted. Proponents of the prac- 
tice claim that a sizable short interest 
anxious to buy back stock on the first 
important decline, will stay that decline 
from going as far as it otherwise might. 


’ 


was split up. But in the 
average case, it has been 
the practice of issuing corporations to 
get their shares off the Curb and on the 
Big Board as soon as they were sufficiently 
well established. The Curb has been mis- 
used. A “market has been established” 
here for stocks of a most doubtful descrip- 
tion; and investors have been enticed into 
buying them in the belief that their pres- 
ence on the Curb was something of a rec- 
ommendation. Also, because the Curb has 
no ticker service for reporting transactions, 
a certain class of dealer in unlisted securi- 
ties has found it easy to transact orders at 
prices more profitable than accurate. 


THE MAGAZINE OF WALL STREET 

















Photo Brown Bros. 


River Bed Lease in the Cushing Oklahoma Field, showing close spacing of the wells. 
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Oil Deflating Rapidly 
Heavier Price Declines Than in Most Industries—The Position of Oil Stocks—New Warnings of 
“Oil Shortage” Despite Evidences of Overproduction 


T must be said for the petroleum in- 
dustry that it is deflating itself—or is 
being defiated by its recognized price- 
makers—with greater celerity and by way 
of heavier price declines than most other 
industries are doing. Deflation of petro- 
leum began only last January, and is now 
at a percentage represented by the differ- 
ence between $6.10 and $2.50 for Pennsyl- 
vania grades of crude, and $3.50 and $1 
for Mid-Continent grades, with the bottom 
not yet reached. Wholesale prices for 
gasoline have declined in eastern territory 
from a top of 30 cents a gallon to 21 cents, 
and in Mid-Continent territory from a top 
of 21 cents to 10 to 12 cents in Texas, and 
12 to 13 cents in Oklahoma. 

Production in other primary industries 
has been stopped to meet demand, but in 
the crude oil business production continucs 
to hold steady in all fields where good 
wells can be found. To the layman, this 
condition probably seems unreasonable and 
not based on good judgment, and ordi- 
narily that belief is well founded; but it 
can be partially explained by the statement 
that those producers who have rich terri- 
tory can make good money selling dollar 
oil. It is difficult to convince persons who 
are making money that they should sus- 
pend operations until prices advance 
enough to permit less fortunate persons 
to operate at a profit. That’s the situ- 
ation the petroleum industry finds itself 
in at this time—quite a few producers 
of crude oil are making good money 
and a much greater number are not 
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making money measured by the values 
of 1920. The adjustment of these vary- 
ing conditions peculiarly personal to 
oil is a problem in mental arithmetic 
and dependent upon the mental alert- 
ness of the student. 


The Latest Price Decline 


The latest price decline is 25 cents in 
all territory east of the Mississippi River, 
bringing Pennsylvania grades down to 
$2.50 or the lowest point since 1916, with 
Illinois crude down to $1.47, and heavy 
Kentucky crude down to $1.10. All this 
territory contains only small wells, the 
average output being so small as to pro- 
duce little profit. This point may be best 
illustrated by the statement that the total 
daily production of crude oil in all states 
east of the Mississippi River is only about 
80,000 barrels, compared with 750,000 bar- 
rels daily in Mid-Continent territory, and 
335,000 barrels daily in California. The 
cuts in price in eastern territory are there- 
fore much more depressing than in the 
more prolific western territory. Much of 
the Kansas, Oklahoma, Texas and Louisi- 
ana territory now has light production 
similar to Pennsylvania, so the low price 
of $1 and $1.80 there is more depressing 
than $2.50 in some eastern fields. All these 
owners of small wells, with only lean ter- 
ritory to drill, are temporarily out of the 
running, and quite naturally blame the 
smaller number of producers who can 
drill wells having initial productions rang- 
ing from 300 to 3,000 barrels for the em- 
barrassing situation. 

The above statement of facts will ex- 
plain the wide divergence of opinion as 
to remedial action, some producers blam- 


ing importation of Mexican oil for failure 
to consume United States oil, while own- 
ers of small wells blame the owners of 
big wells for flooding the market with 
more oil than is needed. Still other pro- 
ducers blame the big pipe line, refining and 
marketing concerns, claiming it is better 
to take less oil from the wells and pay 
more for what is taken. There may be— 
probably is—merit in each contention, but 
the public is only indirectly interested in 
what it considers a sort of family row, 
especially since the consuming public prof- 
its from the result. 


Production and Speculation 


Investors, traders and speculators in 
oil stocks have been considerably worried 
about the recent violent fluctuations down- 
ward of a number of stocks which are 
widely held, and believe the oil business 
itself is in a very bad way—the wells and 
properties. Forgetting, for a moment, the 
world wide depression that has greatly 
lowered the consumption even of necessi- 
ties, the oil business is in very good 
shape intrinsically, and in due time will 
readjust itself just as surely as will all 
staple industry. Holders of oil stock 
for investment should not worry much, 
especially if their dividends come regu- 
larly, as the underlying value of the 
producing properties is still intact and 
speculative values will gradually come 
back. The loss of 100 points, as in 
Cities Service, or 50 points, as in 
Mexican Petroleum and AGWI, is, rela- 
tively, no actual loss in cash to holders 
who purchased intelligently and to hold 
for consistent earnings, Those who bought 
at the top during the boom are in position 
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to worry, as they see their paper profits 
disappear. Millions of people are in this 
distressing position in sugar, in wool, in 
wheat, in cotton and in commodities gen- 
erally, and the losses will have to be taken 
as philosophically as may be. Speaking 
directly of the petroleum industry, its 
productive and earning capacity is much 
better than the stock market indicates 
at this writing, and well-bought securi- 
ties are perfectly safe. More cannot be 
said of oil or anything else in this 
period of wide deflation and dissipation 
of war profits. 
Mexico’s “Confiscation” Analyzed 

Recent fervid utterances by the United 
States press in presenting President Obre- 
gon’s revised and increased export tax on 
Mexican petroleum are apt to create un- 
warranted impressions, and to further 
muddle a situation that has never been 
very clearly understood north of the boun- 
dary. The president of one of the largest 
oil-producing companies operating | in Mex- 
ico, says the new tax is a 100% increase, 
and amounts to about 60% of the selling 
price of the crude and distillate oil, 46 
cents a barrel being the stated selling 
price. That, it seems, is rather a loose 
statement, and not accurately predicated 
on fact. Prevailing prices for Mexican 
crude oil are 58 to 64 cents a barrel of 
42 gallons f. o. b. tanker for Panuco, and 
$1.15 to $1.25 a barrel f. o. b. tanker for 
Tuxpam grade. At the well it sells for 
less, some as low as 35 cents. Up to a 
few weeks ago the export tax, subject to 
revision every sixty days, and based upon 
the specific gravity or density, 91 degrees 
having been used as the unit for tax of 
10% above or below that gravity—with 
gradations for topped gasoline, kerosene 
and gas oil—was 10% of the selling price 
at New York. Panuco crude by this rule, 
being heavy, dense and devoid of gaso- 
line, ranged from 5% to 7 cents a barrel, 
and Tuxpam crude, carrying considerable 
gasoline, kerosene and gas oil, ranged from 
9 to 12 cents a barrel. Quite recently 
Tuxpam crude and tops had been figured 
at about 16 cents a barrel tax. The tax 
just decreed would make Tuxpam grade 
approximately 20 cents a barrel, and in 
this specific instance the increase is 25%. 
For several grades of fuel and heavy oil 
there was no increase, and in other cases 
the increase is 1.8 to 2 cents a barrel, the 
tax ranging from 10.7 cents, 15.8 cents to 
19.9 cents as the top, per barrel of 42 
gallons. These prices are stated in Ameri- 
can equivalents, to be multiplied by 2 for 
the Mexican equivalent. It is barely pos- 
sible that some computers have multiplied 
the Mexican price instead of the Ameri- 
can equivalent, by 2, which would, perhaps, 
give the alleged 60% and confiscatory 
price. 


Some U.-S. Comparisons 

Perhaps it will assist the uninitiated 
statisticians in arriving at reasonable de- 
ductions to give some specific petroleum 
taxes levied and collected in the United 
States. Minnesota, I believe, was the first 
state to levy taxes on gross production in 
lieu of ordinary advalorem, personal and 
other classifications. The constitutionality 
of the method was questioned, and the 
United States Supreme Court held the 
method constitutional, stating that the au- 
thority to levy taxes came through the po- 











lice powers conferred upon the states. 
therefore not subject to review by federal 
courts, or, at least, not subject to reversal 
of state courts and commissions. 

Prior to the Minnesota gross production 
tax, Texas had applied the principle te 
petroleum during the Spindletop days, and 
levied a tax of 4% on gross crude oil 
production. The Texas Company appealed 
from a Texas court decision holding the 
levy constitutional to the United States 
Supreme Court, which—as in the Minne- 
sota case—held the authority of a state 
to tax was constitutional, and dismissed 
the appeal. Later Texas reduced the tax 
materially until the North Texas big pro- 
duction was developed, when the gross 
production tax was made 2%. 

In' 1912 the Oklahoma Legislature 
adopted the gross production tax method, 
the levy being 3% and applied to oil, 
coal, zinc and other minerals, and that 
is the tax now paid in that state. Up to 
January 24 of this year, when crude oil 
was $3.50 per barrel, with premiums of 
10, 25, 50 cents, and as high as $1.75 per 
barrel paid, the gross production tax 
ranged from 10% cents straight, to 11.25, 
12 and 15.75 cents a barrel, following pre- 
mium sales. The gross production tax 
in Oklahoma is supposed to be in lieu 
of all ad valorem levies, but in practice 
does not always work that way. The 
gross production tax was questioned, oc- 
casionally in court, but now there is no 
fussing, for the principle is established. 
Last year Kansas also adopted the gross 
production tax method. The United States 
Government “confiscated” thousands of 
acres of oil lands and impounded millions 
of dollars for years in California and 
Wyoming. 

It will thus be seen that the petroleum 
tax in the United States is approximately 
as high as it is, or at least has always 
been up to a few weeks ago, in Mexico, 
relatively speaking, and that the deadly 
Article 27 has a counterpart at home. 
During all the years of the revolution in 
Mexico, the oil fields were in military 
possession of General Palaez, the Car- 
ranza regimé having only the port of 
Tampico. Carranza failed to collect 
many local taxes because he could not 
get to them, but had to be content with 
the bar and export taxes he could collect 
in the narrow Tampico zone his officials 
controlled. The moneys paid to General 
Palaez by oil operators were in lieu of 
peace-time taxes, and brought some pro- 
tection from guerillas. 

Another Angle 

Oil producers and operators in the Mid- 
Continent fields in Oklahoma, Kansas, 
Texas and Louisiana—where approxi- 
mately 75% of all crude oil in the United 
States is produced—are unanimous for a 
heavy, and preferably prohibitive tariff 
against Mexican oil, $1.50 per barrel be- 
ing demanded. They urge that the impor- 
tation of 10,000,000 to 12,000,000 barrels 
monthly of Mexican oil has caused the 
over-production and consequent reduction 
in price from the war quotation of $3.50 
to the present quotations of $1 for best 
grades, to 75 cents and 50 cents for 
poorer grades throughout the Mid-Conti- 
nent area. If Mexican importations can 
either be stopped entirely or minimized 
by a tariff of $1.50 per barrel, American 
producers say, the existing surplus of 
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about 7,000,000 barrels a month in the 
United States will find a ready market 
and the price, if not advanced, at least 
will be held steady at the lower quota- 
tions. Lobbyists from Oklahoma and 
Texas have asked Congress to confer 
with the Obregon government and sug- 
gest that his government increase the ex- 
port tax sufficiently to produce the same 
effect that a tariff levied by the United 
States would produce. That suggestion, 
it must be admitted, leads toward a deli- 
cate diplomatic difficulty, and will scarcely 
do. It is conceivable, however, that Presi- 
dent Obregon and his associates may be 
applying the suggestion direct and a la 
Bryan, without the aid or consent of any 
other nation. 

These complex and complicated opin- 
ions, whims and demands of oil produc- 
ers and operators in the United States 
and Mexico, are picturesque and enter- 
taining to the average layman whose only 
personal interest lies in an occasional can 
of gasoline, kerosene or lubricant, and 
furnish material for space writers and 
political wiseacics. The two Presidents, 
Cabinets, Corgresses and plain clothes 
advisers, in Washington and Mexico City, 
have troubles of tieir own, and doubtless 
wish the tariff advocates would take their 
annual vacations and forget statecraft. 

Sixteen of the forty-eight states of 
the Union produce crude petroleum in 
varying quantities, extending from the At- 
lantic to the Pacific, and from Canada to 
Mexico. Peopie in the Middle West are 
at times more temperamentally keyed than 
those in the East, and in Texas, Montana 
and California opinions vary. Oil pro- 
ducers are human to the extent that they 
absorb something of their environment, 
and can get quite as peeved at other oil 
producers as the laymen who believe they 
are being made to lay up fortunes for pe- 
troleum millionaires via the gasoline route. 
In Mexico they also have notions not al- 
ways en rapport with us Americans, and 
likewise in England and France. Kings 
were once in position to overlook the hoi 
polloi; but plain presidents cannot suit 
everybody. What some of us here in the 
United States assert is confiscation in 
Mexico, the Washington Government la- 
bels civic improvement. What a few of 
us Yankees insist is closing the iron door 
in Mesopotamia, leaders of conservation 
insist with equal impatience is scientific 
amelioration of posterity’s ills. To which 
political, sociological and commercial ex- 
pert shall we hitch? 


The Danger of Loose Talk 


Without exception, the pipe line buyers 
and transporters of crude oil have re- 
duced their quotations more than 60%, 
and urge as the reason, too much oil; they 
cannot handle it without storage. Refin- 
ers and marketers say that consumption of 
refined oil has declined from 20 to 25% 
for gasoline, to 40, 50 and 75% for kero- 
sene, lubricants and fuel oil. Agencies 
outside of petroleum have verified these 
statements, and they are approximately 
true. Some producers of crude oil insist 
the importation of Mexican oil causes the 
slump in domestic trade; that is to say, 
we have enough oil here at home to 
supply all our needs. That is undoubtedly 
true, too. The over-production of crude 
oil and the under-consumption of refined 

(Continued on page 284) 
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Trailing the Wildcatters 


Detecting “A Regular Bloomer”—The Transfer Route—One-Half of One Per Cent. in the Oil 


ALF a dozen Magazine subscribers 

have written in asking us how to 
tell the difference between a legit- 
imate speculative investment and a reg- 
ular bloomer. For the uninitiated that’s 
a rather difficult problem, for the wild 
animal of prey frequently makes tracks 
so nriear like domesticated and harmless 
animals that some experience is necessary. 
City people, when they visit the jungles 
and trackless plains, always save time 
and avoid discomfort by employing a 
guide who is familiar with the trails. The 
average investor, it seems, is just about 
as helpless when venturing and prospect- 
ing in Wall and Broad Streets, and would 
do well to get chummy with some old- 
timer who knows a wildcat track when 
he sees it. 

When the possessor of a few hundred 
surplus dollars receives circular letters 
and personal invitations to join the 
sender of the letters in searching for 
anything beneath the surface of the 
earth he or she should at once consult 
some one who has lived long enough to 
distinguish a well-bred Angora cat from 
its untamed cousin in the wooded hills. 
The dividends to be paid on such an 
investment will always, with rare excep- 
tion, so far exceed those coming from 
playing solitaire that they will be un- 
believable. Precious minerals, oil, oil 
shale, phosphates and other hidden wealth 
are not easily recognizable in their native 
lairs, even by many alleged “experts.” 
When in doubt, after suspicious signs 
show, get in touch with the game warden. 

Whenever confronted with undevel- 
oped acreage recommended by self- 
styled experts for the richness of its 
deposits of oil, gold, radium, uncut dia- 
monds or potash, take the proposition 
under advisement until some one who 
has produced those products commer- 
cially can be consulted. Ordinary prac- 
titioners of geology, chemistry, elec- 
tricity or trigonometry are not usually 
sufficiently experienced in fundamentals 
to give dependable advice—the first aid 
squad, prescription-fillers, as it were. The 
picture of a derrick, tipple or retort on 
a prospectus,is usually a danger sign in- 
dicating a sharp curve or a grade. Ref- 
erence to gushers or rich ore veins on 
the land of some other owner indicates 
soft going just ahead. If the circular, 
letter or advertisement emphasizes the 
fact that the advertised acreage is only 
a few miles from the gushers of the 
Standard Oil Co. or any other. big oil 
company, look for the red light fire escape 
and get away from it. 

A favorite approach to the “sucker” 
by the “promoter” is via the transfer 
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route. Only yesterday a young man 
asked me about the Texas Big League 
Oil Syndicate, which is, or was, part of 
the paraphernalia of the Texas National 
Trust, Fort Worth, Texas. He had pur- 
chased 400 shares of Big League at 5 
cents per share and for a time thought he 
would beat Babe Ruth’s record. The 
young man has just received an offer 
from Benjamin & Company, Los Angeles, 
Cal., to take over the Big League shares 
at par and issue him 125 shares at $1 
par of the Huntington-Hawthorne Oil & 
Gas Co. The Los Angeles brokers state 
that the Texas Big League has been an- 
nulled and is now ancient history, but in 
a spirit of philanthropy they will put the 
New York: investor into something that 
is alive. They suggested that the Big 
League stockholder, in addition to trans- 
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SOME GUSHER ! 
“The kind the 100% profit promoters talk 
about and only hard pluggers find” 


ferring his 400 shares to them for 125 
dollar shares, also send a check, draft or 
money order for $200 for additional shares, 
or, preferably, wire in the funds, as there 
was quite a crowd in the office anxious to 
absorb all the issue. 

I advised the young man to switch from 
the Big League to the Pacific league im- 
mediately, if not sooner, and, as soon as 
he received the new stock, to wire some 
Los Angeles broker to cash in. For 
about a year there has been an oil boom 
on at Huntington beach, just outside of 
Los Angeles, and town lots and bits of 
land have been taken by numerous al- 
leged oil companies as a base for stock 


selling, thousands of shares being now 
offered, not one of which will ever be 
worth more than the junk man pays for 
waste paper. “Sucker” lists used by the 
Texas fakers have been secured by the 
California fakers and they are swelling 
the post-office business at Los Angeles. 

Not to exceed one-tenth of one per 
cent of all the oil promotion stock 
which floods the country ever makes 
good. Every minute one or more per- 
sons arrive at an age when they marry 
and set up for themselves, becoming just 
as enthusiastic “suckers” as their fathers 
and mothers were in their haste to make 
their nickels grow into dollars. Stock 
promoters, when the oil boom peters out 
at Fort Worth, or Denver, or wherever 
the “gusher” happened to break loose, go 
to Los Angeles, Cal.; Billings, Montana; 
Eldorado, Ark., or to South America, 
and the “come ons” follow them. 

I have received literally thousands of 
letters in the last twenty years from every 
state and some from abroad asking help 
to recover for the writers all or part of 
the money they had invested in oil “gush- 
ers” also located in almost every state of 
the Union, but preferably in Texas, Cal- 
ifornia, Wyoming, Utah or sagebrush 
desert. Of course it isn’t possible to 
recover a cent of money invested in fake 
stock, but the same credulity that in- 
duced the investment prompts belief that 
the money will be refunded just as soon 
as the promoter finds out that the in- 
vestor wants his money back. This cred- 
ulity is an endless chain beginning with 
Adam and Eve and runs clear thru to 
the hour when Gabriel sounds his final 
assembly tocsin. Speculation is born with 
us all, its degree being gauged only by 
our temperament, nerve, “gall” or timid- 
ity and stinginess. I know men who play 
everything that starts and never get sore 
if they lose, for the gambling germ is in 
their blood, provided the odds are big 
enough. 

There doesn’t appear to be any rea- 
sonably certain method of detecting 
spurious stocks when first offered. It 
is possible, however, for an investor to 
employ the same rule of reason as to 
other lines of business that he applies 
to his own business affairs. It is not 
likely that a farmer would buy stock 
offered in an agricultural venture that 
claimed to produce results wholly at var- 
iance with his own farming experience. 
So-called blue sky laws do not, and can- 
not, prevent credulous persons from in- 
vesting their money in ventures impos- 
sible of realization. Common law, it 
would seem, may make individuals respon- 
sible for untruthful statements employed 
to secure money. There are numerous 
statutes covering fraud and misrepresen- 
tations; but most purchasers of fake 
stocks will avoid admission of their own 
foolish acts. 

(Continued on page 288) 
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Standard Oil Company (N. J.) 


and Former Subsidiaries 





The World’s Greatest Corporation 


Former Subsidiaries and Parent Concern Now Have Capital Exceeding Billion Dollars—Pipe Line 
Stocks as Investments 


S representative of the petroleum in- 
dustry, the world’s greatest corpora- 

tion is the Standard Oil Company of New 
Jersey and its many subsidiaries, the com- 
bined share valuation now being approxi- 
mately $1,000,500,000, and slightly exceed- 
ing that of U. S. Steel, which had 
previously been the only billion-dollar 
corporation of the world. What is known 
as the parent company was incorporated in 
1882, Standard Oil Co. of New York hav- 
ing been incorporated the same year. At 
this writing close to sixty regularly in- 
corporated companies as subsidiaries of 
Standard Oil of New Jersey and its prin- 
cipal subsidiaries belong to the group, 
including two in Canada, one in England, 
one in Germany, one in Galicia and in 
Roumania, several in Mexico and in South 
America and one in China. Every known 
and habitable district of the earth is 
served by Standard Oil, except, perhaps, 
places like Sumatra, Borneo, Java and an 
occasional island where the Dutch have 
some sort of governmental monopoly. At 
one time Standard Oil, in trade associa- 
tion with Japan, had a virtual monopoly 
of that island, but Japan took over every- 
thing on a basis that included purchase 


of some oil. 

In December, 1911, following a United 
States Supreme Court decree, Staridard 
Oil Co. of New Jersey was dissolved and 
constituent companies to the number of 
thirty-three were segregated, leaving nine 
companies in the combine that were en- 
tirely owned by the parent organization. 
That segregation was and is more meta- 
physical than actual, for the group of men 
and interests that was responsible for the 
original holding corporation continue to 
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control through stock ownership. It is this 
aggregation of persons and capital that 
now form the billion-dollar concern, and 
quite directly control the petroleum in- 


dustry in the United States and quite ap- 


preciably influence the industry through- 
out the world. 

Standard Oil control is more complete 
in the transportation of crude oil through 
pipe lines and refined oils in tank steam- 
ers than in the other branches of the 
industry. This is so, perhaps, because by 
means of its pipe lines for the transporta- 
tion of crude oil across thousands of miles 
of the United States it is independent of 
railroads. The cost of piping crude oil 
is so much less than the cost by rail that 
Standard Oil has a decided advantage 
over competitors.. The United States Su- 
preme Court declared oil pipe lines com- 
mon carriers and many states have like- 
wise made oil lines common carriers, but 
in actual practice the intended effect is 
largely neutralized. The common carrier 
principle as applied to oil pipe lines, be- 
cause of natural conditions, is not sus- 
ceptible of the same practice as in the 
case of railroads and ships. An oil pipe 
line is nothing more than a sidetrack, 
a feeder, an industrial siding, to a re- 
finery or factory, and crude oil is a com- 
paratively dead commodity, so far as the 
world at large is interested and concerned, 
until it has become. a commercial and 
manufactured product. Being a_ liquid, 
petroleum is not amenable to the same 
methods of storage, transportation and 
distribution that apply to solids. In total 
production and refining capacity Standard 
Oil has no monopoly, its total production 
and charging capacity being approximate- 
ly one-third that of the combined totals 
of the United States. 


It is now freely admitted that the so- 
called. dissolution strengthened Standard 


Oil, enabling the segregated units to do 


openly with .encouragement what never 


could have been accomplished by subter- 
fuge. This admission is primarily true 
because state and federal authorities have 
yielded to public demand and relegated 
rebates and objectionable trade practices 
to almost oblivion. The legal fiction that 
ownership of parts of fifty corporations 
diluted the control resting in one board 
of directors has been properly discounted 
in the years succeeding the “dissolution.” 
A number of average dividends does not 
offend agrarian sensibilities as acutely as 
a consolidated dividend bigger than any 
other industry was ever known to de- 
clare. Standard Oil subsidiaries number 
their stockholders by thousands and wide- 
ly distributed; but stock control continues 
to rest in a comparatively few individuals 
and families. 


Important Standard Units 


Until 1920 the comparatively small 
capitalization of Standard Oil Co. (N. J.) 
—$98,338,300 outstanding of an authorized 
issue of $110,000,000—failed to convey the 
full corporation strength, for several of 
the subsidiaries were almost as strong 
in that respect. When A. C. Bedford be- 
came chief executive of Standard Oil he 
quickly abandoned the close communion 
policies of the founders, listed the shares 
on the New York Stock Exchange, and 
stockholders authorized the issue of $200,- 
000,000 short-term preferred shares, of 
which $196,676,600 are outstanding. In 
December, 1920, stockholders authorized 
an issue of $110,000,000 common stock 
and par value was reduced from $100 
to $25. The New Jersey corporation’s 
capitalization is now close to half a mil- 
lion dollars, and its holdings in many sub- 
sidiaries (some of them entire) are large. 
John D. Rockefeller has large stock hold- 
ings in many of the best subsidiaries aside 
from the shares of something like twenty 
subsidiaries he segregated in the Rocke- 
feller Foundation, nearly all which have 
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greatly increased in value and earning ca- 
pacity since he donated them. Among the 
companies the entire stock ownership of 
which rests in the New Jersey corporation 
are the Carter Oil Co., exclusive producing, 
and Standard Oil Co. (La.),; producing, 
refining, pipe lines, marketing; the Anglo- 
American Co., exclusively marketing, in 
Great Britain; Imperial Co., Ltd., and its 
subsidiary, International Petroleum Co., 
Ltd., Canada and South America, produc- 
ing, refining, pipe lines, marketing and 
marine transportation. The New Jersey 
corporation operates refineries at Bayonne 
and Bayway, N. J., and markets refined 
oils in New Jersey, Maryland, Virginia, 
North and South Carolina, Georgia and 
Florida and is the leading petroleum ex- 
porter of the United States. 


The Standard Oil Co. (N. Y.) and the 
Standard Oil Co. (Cal.) are two of the 
leading “subsidiaries” of the New Jersey 
corporation, the former being an exclusive 
refining, marketing and marine transporter, 
its domestic territory being New York, 
New England and in the Orient, particu- 
larly China. The California company, 
with its 100,000 barrels a day crude pro- 
duction, leads the group in that line— 
and the world, if the Royal Dutch-Shell 
production is separated by subsidiaries. 
At Richmond, or San Francisco, the Cali- 
fornia company operates the largest oil re- 
finery in the world, operates another large 
refinery near Los Angeles, including as- 
phalt plants, its pipe lines reaching every 
field of the state, does a big export busi- 
ness, its products reaching as far north as 
competition is possible with Esquimaux 
blubber. Standard Oil (Cal.) was re- 
cently listed on the New York Stock Ex- 
change to float $25,000,000 new stock. It 
has been a consistent 10% dividend dis- 
tributer, with several large stock divi- 
dends, and is one of the most efficient 
of all Standard Oil subs, being the largest 
and most complete operator in California. 
The New York corporation owns 45% 
of the $117,342,000 capital stock of the 
Magnolia Petroleum Co. of Texas, Okla- 
homa and Kansas, that operates the most 
extensive pipe line system in Texas, a 
40,000-barrel refinery at Beaumont, a 12,- 
000-barrel refinery at Forth Worth, a 
5,000-barrel refinery at Corsicana, Tex., 
numerous casinghead gasoline plants, the 
New England Fuel Oil Co. and the Azteca 
Oil Co. in Mexico, and is one of the very 
profitable organizations of the group. The 
New York corporation intended to in- 
crease its capital to $225,000,000 and issue 
a 400% stock dividend in 1920, but a 
majority of stock was not represented; 
instead, in December, 1920, issued $30,- 
000,000 gold debenture 7% bonds. 

Premier Pipe Line 

In December, 1915, the Prairie Oil & 
Gas Co., a Kansas corporation, segregated 
its pipe line system, the Prairie Pipe Line 
Co. being incorporated for $27,000,000. 
That corporation is now the greatest pipe 
line operator of the world, the near com- 
pletion of a $12,000,000 extension of its 
system enabling it to pump 165,000 barrels 
every 24 hours from Ranger, Tex., to 
Griffith, Ind., and Wood River, Ill.— 
eastern termini—much of the crude be- 
ing pumped from the eastern terminus 
through to Bayonne, N. J. As much as 
250,000 barrels of crude oil has been 
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moved through its principal junction sta- 
tion in 24 hours. Prairie trunk and 
gathering lines radiate in Oklahoma, 
North Texas, Kansas and through Mis- 
souri, Iowa and Illinois to the Indiana 
line near Whiting, Ind., where the 40,- 
000-barrel refinery of the Standard of 
Indiana is located—practically a Chicago 
suburb. The combination rate from Okla- 
homa to Atlantic seaboard points, includ- 
ing gathering charges of 12 to 15 cents 
a barrel from the wells to the main lines, 
is approximately 87 cents a barrel, the 
Prairie Pipe Line Co. prorating to Grif- 
fith, Ind., its maximum division being 42 
cents a barrel, the pipeage being paid by 
the Standard companies that buy the 
crude oil. The Imperial Oil, Ltd., has 
for years received Oklahoma crude from 
Prairie lines diverted via the Indiana Pipe 
Line Co., a short line for transfer. Prairie 
Pipe Line Co. is a most consistent divi- 
dend earner and is popularly credited 
with having reached a position conven- 
ient for a stock disbursement. 

Standard Oil pipe line systems approach- 
ing the Prairie in magniture are the II- 
linois Pipe Line Co. (organized to take 
over Ohio Oil Co. pipe lines in Ohio, 
Indiana, Illinois, Wyoming and possibly 
Montana); Magnolia Pipe Line Co., with 
triple lines through Texas radiating from 
Oklahoma and Kansas; Standard of Cali- 
fornia, reaching all California oil fields; 
Humble Pipe Line Co. (subsidiary of 
Humble Oil & Refining Co., controlled 
by the New Jersey corporation), with 
lines from North Texas to Texas City on 
the Gulf of Mexico and connecting South 
Texas fields. In the East the National 
Transit, Buckeye in Ohio, Eureka in West 
Virginia, Cumberland in Kentucky, North- 
ern Transit in New York and Southwest 
Pennsylvania lines handle crude oil from 
many local oil fields and are used to 
transfer for refinery deliveries crude oil 
from Oklahoma and Texas. Total Stan- 
dard pipe lines approximate 50,000 miles, 
compared with about 3,000 miles for Sin- 
clair and about the same for The Texas 
Co. and the Gulf Oil Corporation of Pitts- 
burgh but operating in the Southwestern 
fields. Within sixty days the Standard of 
Indiana has acquired a half interest in the 
Sinclair Pipe Line Co., giving it oppor- 
tunity to deliver crude to its big Whiting 
refinery. This is the first time the In- 
diana corporation engaged in the pipe line 
end of the business. 

Common belief seems to be that oil 
pipe lines are non-profitable and either 
a great risk or largely a loss. There 
never is a time that oil pipe lines are 
not being extended and reinforced, 
practically everywhere, to handle the 
steadily-increasing output of crude oil, 
and they form one of the most profit- 
able adjuncts to any large and com- 
plete-unit oil company. The cost of 
operation and maintenance of trunk pipe 
lines, after first cost return, is less than 
any other form of transportation, and 
schedules of charges are made to cover 
every cost detail and leave profits. For 
instance, the Prairie Pipe Line Co. is and 
has been for some years moving from 
50,000,000 to 60,000,000 barrels of crude 
oil annually—and adding to its capacity— 
for which it is paid by every other Stan- 
dard concern that takes the oil enough per 

barrel, including gathering charges from 


the wells, to produce wonderful earnings, 
exceeding 40 cents a barrel to the most 
distant delivery points. The Prairie Pipe 
Line Co.’s requirements for use of its lines 
as common carriers include no less than 
100,000 barrels of crude oil as the smallest 
unit that will be accepted, tendered at 
some trunk-line station, and deliveries 
must be at some other trunk-line station 
with sufficient tankage furnished by the 
shipper or purchaser to receive the entire 
shipment. Quite obviously small producers 
having a daily production of 50, 100 or 
500 barrels of crude, with no storage tanks 
or direct side lines, cannot use the big 
across-country pipe lines as common car- 
riers. Unless they pooled their require- 
ments refiners in Ohio, Pennsylvania and 
eastern states cannot, without heavy pre- 
liminary investment, have access to crude 
oil produced in Texas and Oklahoma 
through the common carrier plan as now 
operated. In Texas, and to some extent 
in Oklahoma, The Texas Pipe Line Co. 
accepts all crude oil tendered regardless 
of quantity to the capacity of its lines, 
including its own crude oil for delivery 
to its own refineries. 


A New Acquisition 


At a special stockholders’ meeting held 
June 3 action by the directors of the 
Standard Oil Co. (Indiana) increasing the 
capital from $100,000,000 to $140,000,000 
was approved. The new issue of $40,000,- 
000 was for the purpose of acquiring all 
the stock of the Midwest Refining Co., 
$30,000,000 of the authorized issue of $50,- 
000,000 now outstanding, Midwest shares 
being par at $50. By this action execu- 
tive offices at Casper, Wyo., will be en- 
larged and the Denver headquarters of- 
fices of the Midwest will be closed and 
transferred to the Chicago headquarters 
of the Indiana corporation. By this pur- 
chase the Indiana corporation acquires an 
additional refining capacity of 60,000 bar- 
rels daily, at Casper, Greybull and Lara- 
mie, Wyo., and Salt Lake, Utah, with 
pipe lines, production and much undevel- 
oped acreage. The Midwest Refining Co., 
organized in March, 1914, by Colorado 
men, is one of the remarkable achieve- 
ments in petroleum and has built up splen- 
did properties and a very profitable trade 
in the Rocky Mountain states, Wyoming 
crude oil forming its foundation. The 
Standard of Indiana, owning the Dr. Bur- 
ton “cracking” process, operates pressure- 
still plants at each Midwest refinery, util- 
izing the Midwest residuum for recovery 
of more gasoline and petroleum coke— 
the only two products turned out. The 
Midwest straight-run refinery and the 
Standard cracking plant at Casper, Wyo., 
*way out in the sagebrush country, can 
handle 40,000 barrels daily of crude and 
in the re-run processes double that volume, 
the gasoline and motor fuel output being 
the largest of almost any plant in the 
United States. On a telegraphic order 
during the war the Midwest Casper plant 
loaded 700 tank cars with gasoline for 
delivery at Atlantic ports in five days— 
something it would have pushed any re- 
finery in the country to have accomplished 
as quickly and with as little friction. 

Standard Oil Co. (Ind.) is the largest 
producer of gasoline in the world, the 
Burton cracking process enabling it to 
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UYING on margin means only that the 

buyer, by putting up a certain portion 
of the entire purchase price, obligates him- 
self to his broker to pay the balance on 
demand, It is a great mistake to suppose 
that trading on margin means gambling, 
or extra risk, or that the broker is the 
villain in the drama when he asks for 
more. The more margin that is put up, 
the nearer the transaction comes to being 
an outright purchase. Let us examine a 
simple form of this transaction. 

We decide to buy 100 shares of U. S. 
Steel at 75, and do not know whether we 
intend holding it for investment, or as 
a legacy for our grandchildren (or your 
grandchildren), or if it goes up, to pass 
it on to “they.” We, of course, always 
pity the simpleton who buys from us at 
a higher price. It does not really matter 
what we intended doing with our Steel 
when we bought—no one ever thinks of 
that at the time. Usually, if we are 
caught with a 10 or 20 point loss we 
hastily decide to become an “investor” and 
buy more from the idiots who sell it so 
cheaply. 

If the average person would really think 
in advance what he is going to do with 
his stock when he gets it, and what he will 
do with it if it drops or advances 5, 10 
or 20 points, there would be less gnashing 
of teeth in Wall Street. 


A Trade in Steel 


The Steel buyer above noted, let us say, 
embarks on an enterprise involving $7,500. 
His order to buy 100 shares—whether on 
margin or otherwise—is the same thing as 
saying to the broker: “I authorize you to 
make me the owner of 100 shares in the 
United States Steel Corporation, and I 
hold myself responsible for the conse- 
quences.” When your broker buys for 
you, he is just your agent and nothing 
more: he does not sell you his own stock ; 
and, if he is doing business on the level, 
he does not “place you long of 100 Steel” 
out of the immense quantity he carries in 
his strong box, or on his cuff, or in his 
imagination. His duty is to send his rep- 
resentative on the floor of the Stock Ex- 
change into the “Steel crowd” and there 
buy through (not from) a fellow-broker 
some of the Steel stock that is for sale by 
customers, the public, you, or I, or “they.” 
Note that, so far, the broker has not acted 
differently from the real estate man whom 
you instruct to buy a $7,500 cottage. 

The real difference is that the broker is 
not compelled to show you the color of 
the stock, nor guarantee it against a leaky 
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Common Sense in Speculation 


The Subject of Margin—Margin Speculation a Form of Credit _ 


By VICTOR DE VILLIERS 


roof. The real estater has to show you 
the house, and you can see what you are 
buying—so there is no room for bucketing 
when you buy houses. 

As with Steel so with houses. You can 
buy for cash or on terms: so much down 
and so much owing. The amount you pay 
down in case of Steel is called “the mar- 
gin”: in the case of the house it is called 
a “part payment.” In both cases you owe 
the balance, and pay interest: and in each 
case you are the owner, subject to the 
risks involved, and to you the reward of 
any appreciation in price or value accrues. 

The usual margin requirement on Steel 
is about 20 points or $2,000 down, and the 
rest on demand. The latter is the theoret- 
ical requirement, although in practice the 
balance is seldom or never called unless 
the stock drops violently, when you may 
be called upon to put up some more mar- 
gin. We will deal with the effect of the 
margin call in a moment. 

In the case of the house, if you are buy- 
ing a real house at a bargain figure, you 
will also probably pay $2,000 down, and 
owe $5,500. The writer realizes that you 
may get your Steel with $500 down (5 
points margin), or your house with $500 
down—the latter also on 5 points margin, 
but you want to examine the motive very 
closely when brokers, real estaters, and 
house-owners are not particular as to the 
amount of cash put up. 

When you have put up your $2,000, your 
broker buys your stock for $7,500, paying 
the full amount to the broker of the seller. 
So far as the broker is concerned, he has 
invested to date $5,500 in your Steel. Few 
brokers, unless endowed with a super- 
abundance of cash, “carry” their own or 
customers’ stock in their strong boxes, for 
if they did this their capital would soon 
be in their strong boxes, and there would be 
no commissions coming in until all cus- 
tomers chose to sell out. So it is the in- 
variable practice for the broker to get a 
loan on his good stocks, within a day or 
so, from his bank or other financial con- 
nections. 

Mr. Broker now takes along your 100 
Steel to his banker to make a touch. He 
might not go personally, nor is your stock 
the only thing he wishes to borrow on. 
But we will stick to your Steel alone for 
the sake of simplicity. 

Mr. Banker looks over Mr. Broker (or 
his deputy), calls for a card or other 
record of his standing and state of his 
customer’s finances, extent of his loans, and 
other mysterious particulars known only to 
Messieurs the Bankers. He might say 
“How much do you want?” or he might 
“Hem and Haw,” or complain of the 
bad times banks are having, talk of over- 
extension, Federal Reserve restrictions, too 
much speculation et al, but in the long 
run he will probably lend anywhere from 
50% to 80% on the value of your stock. 
Very large brokerage and banking houses 
pledge their stock and get their loans on 
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a definite working basis, as if by machin- 
ery, and do not have to consult anyone, 
nor do little else but sign a form of 
pledge and evidence of the debt. 

If Mr. Banker feeling blue will only 


lend 50% on your Steel, he advances Mr.. 


Broker one-half of its market value (not 
the price you paid). If the market is un- 
changed, he will advance $3,750, so that 
the broker now stands thus: 


Bought 100 Steel for account 
Wis;  Cantamet: ...< scdciws 
Paid by Mr. Customer ...... $2,000 


Advanced by Mr. Banker ... 3,750 
Furnished by Mr. Broker ... 1,750 
$7,500 $7,500 


The customer has received loans to- 
taling $5,500, but the broker is entitled 
to charge reasonable rates on this, and not 
necessarily the exact bank rate. No def- 
inite legislation or legal decisions are 
available on the-subject nor is it nec- 
essary to debate the question. The best 
houses strike an average between their 
cost price of time and call money and 
charge the customer the cost price. All 
that the broker is supposed to make is the 
commission, but in practice about 1% is 
also netted above commissions on small 
or inactive accounts—and such a charge 
is perfectly fair and reasonable for the 
trouble, time, and borrowing facilities. 
The broker has to extend his good stand- 
ing and credit with banks to the customer, 
and this is worth 1%. 

If Mr. Banker feels especially good, if 
his digestion is in perfect order and the 
Federal Reserve authorities amenable to 
reason, the broker might borrow even up 
to 80% on your Steel, but the borrowing 
end is the broker’s worry. Sometimes it 
is impossible to borrow at all, especially 
in volatile stocks: the writer has had the 
experience of having his business turned 
down solely because the house concerned 
feared to extend itself or its customers in 
the market. This occurred in the bull 
market of 1919—obviously ! 


Vanishing Margins 


If your Steel goes up, so much the 
better. If it goes up 5 points and your 
broker arranged to carry your stock on a 
20 point margin, you are entitled to draw 
down that 5 points—$500, because he has 
5 points paper profit and can always 
withdraw profits. His smaller margin of 
15 points left would be offset by his 5 
points profit. But it should be remem- 
bered that this is not only a dangerous 
plan when followed too closely, but every 
amount withdrawn makes so much less 
from the point that approaches actual pay- 
ment for the stock. If Steel should again 
drop to 75, the customer must refund $500 
in order that his margin be “kept good” 
to the extent of a full 20 points (if he has 
previously arranged to put up 20 points). 
If Steel should drop to 70, he must put 
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up at 5 more points, and at 65 another 5 
points. Every paper loss in stocks bought 
(carried for long account, as the brokers 
say) must be replaced with cash. 
Suppose the customer has no cash, but 
an give other security. The broker will 
iccept active listed stocks that have a 
broad market on the N. Y. Stock Ex- 
hange, or $1,000 bonds similarly listed 
and active, at two-thirds of their quoted 
alue. If, therefore, you are asked to 
ut up 5 or 10 points on your Steel 
hrough a decline in the market, you have 
the option of putting up $500 or $1,000, 
yr some such stock as American Tel- 
‘phone, Union Pacific, Southern Pacific; 
»1r such bonds as Chesapeake & Ohio con- 
ertible 4%s or 5s, Southern Pacific 4s, 
American Telephone 5s or 6s and in fact 
inything live and active. In offering 
stock or bonds, you will have to provide 
an excess of one-third in market value 
above the cash demanded by your broker. 


It should be noted that the broker is 
no more obligated to carry your stock in- 
definitely, than you are obligated to keep 
your account with him. The mutual con- 
tract of customer and broker is subject 
to termination within a day or so. It 


would hardly be in the interests of trading “ 


and investment to restrict the broker to 
any agreement to carry stock on “so much 
margin,” and the writer doubts whether 
the customer would have any real “come- 
back” if the broker suddenly asks for a 
better margin protection—say 30 or 40 
points. The broker’s offer to carry on 
margin at all is an accommodation, and 
should be thoroughly understood as such 
by the customer fixing that clearly in 
mind. 


Never buy or sell on margin without. 


the ability to put up either the full amount 
of your purchase, or at least to provide 
another 20 or 30 points in case of a bad 
squeeze in quotations, or in case your 
broker gets into a corner with his bankers. 
If the broker, or his methods, or his mar- 
gin calls do not please you, you have a 
perfect right to take up your account, by 
paying the balance owing and demanding 
delivery of your stock within a reasonable 
period. Or you can transfer the entire 
account to another brokerage house, by 
requesting your broker to do so, and ask- 
ing the new house—first in person and 
then by letter—to be good enough to take 
over the account, and giving the latter 
authority to do so. No strict form, no 
lawyers, no red tape is necessary. Write 
plain American, and send all your letters 
by registered mail, asking for return re- 
ceipts. Write like a schoolboy and do 
not try to imitate a lawyer—be brief and 
concise. 

To come back to the subject of van- 
ishing margins: your margin of 20 points 
(or any number of points agreed upon) 
must be kept good. If Steel drops to 74 
you are liable immediately to the extent 
of an extra $100. At 70 you may have 
to add $500 to the account. 

A good rule: In addition to the orig- 
inal margin put up by the customer, pay 
to your broker (in the long run, you thus 
pay to yourself), all paper losses. 

If Steel drops to 60 (which would be a 
miracle, but nothing is altogether impos- 
sible) your paper loss would be $1,500, 
and if that amount has been added to your 
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account, your original margin of 20 points 
will still be intact. . You will then have 
put up $3,500 on your entire purchase of 
$7,500, and you owe only $4,000. When 
you owe $4,000, the interest account is 
substantially reduced to 6% or 7% on that 


amount—and you can never be liable for . 


more than the entire purchase price. In 
other words, let us take the very ridic- 
ulous supposition that the Zulus or the 
Swiss navy, having pulled down Old Glory 
from the Custom House, proceeded to 
march up Broadway in their spectacular 
conquest of the U. S. A.and poor old 
Steel drops to 20 from sheer fright. This 
would be a 55 point loss which you would 
have to make good, or $5,500, which 
together with your original $2,000 makes 
the stock fully paid for, and you would 
then become entitled to delivery of your 
stock. If the aforesaid enemy should reach 
42nd Street (unless previously intercepted 
by the “Drys”), and poor Steel goes right 
off the map, it would make no further 
difference to you—I mean, only between 
you and your broker. 

A margin call is not, therefore, a piece 
of spite, an unfriendly act, or something 
which must arouse hostility between cus- 
tomer and broker. The broker is called 
for more margin by the bank, and although 
he does not pass on the request in precise 
language, the margin man’s printed slip 
means the’same thing. If, after putting 
up the required margin, your stock again 
advances to your buying point, or higher, 
you can not only get back the additional 
(or surplus) margin, but also further 
paper profits—subject to replacement of 
the latter if they should in turn fade out 
on a decline. 

The writer hopes that he has cleared 
up, to some extent at least, a subject that 
has been inquired about by investors for 
many years, and regarding which some 
very hazy notions exist. While admitting 
that the subject requires a little figuring 
out with pencil and paper to get it right, 
it is not easy to explain it in schoolboy 
fashion, because it is not exactly a school- 
boy subject. 

If the reader will keep in mind that no 
matter whether he buys for cash, on small 
margin or big margin, or by any other ar- 
rangements, his buying order in any form 
makes him the owner of the stock, to 
the extent of its entire value, at the price 
confirmed to him by his broker. How 
much or how little he puts up does not 
alter the mutual credit character of the 
transaction. The margin buyer, or in- 
vestor, or the trader even—is using his 
own, his brokers, and sometimes the very 
credit of his bank to help him to own his 
Steelg Such ownership persists down to 
the roots of the transaction whether the 
stock is held for a day, a wetk or a gen- 
eration: or even if it is sold out five min- 
utes after buying. 

When he is asked for “more margin,” 
the transaction would be simple to under- 
stand if the broker spoke to the customer 
and said: “Acting for you, I purchased 
a block of 100 Steel for $7,500. You have 
paid $2,000 on account, and I need a little 
more just now because its value has 
fallen. It may be worth more or less 
next week—but that’s your feast or 
funeral. Give me another thousand or 
two, and reduce your liability to me.” 


THE NAVAL HOLIDAY 
the 


Borah 
amendment to the Naval Appropriation 
Bill the Senate has taken a step which 
was practically demanded by public 


In adopting so-called 


opinion. Naval appropriations in Great 
Britain, Japan and the United States 
have been approaching the impossible. 
In this country, particularly, the navy 
and army plans of last year, and the 
present navy appropriation bill carry- 
ing a total of about $500,000,000, prac- 
tically equal to one-half the entire Fed- 
eral budget for the last pre-war year 
have shaken the confidence of our ad- 
ministrators very seriously. They have 
necessarily seen that economy in Fed- 
eral expenditure was out of the ques- 
tion if we were to continue any such 
nava! competition as has now been in- 
augurated. As for the public at large, 
it has not responded to the idea of 
naval competition with Great Britain, 
and has refused for the most part to 
take fright because of the threatened 
competition of Japan in building a 
large navy for Pacific uses. While 
there are a good many Federal legis- 
lators who would undoubtedly be glad 
to see the United States take the lead 
by actually cutting down its expendi- 
ture for new ship-building, an inter- 
mediate step is afforded by the proposal 
to attempt an understanding with Great 
Britain and Japan in the first place. 
Outside these three countries, naval 
competition is practically dead, the 
German and Russian fleets being out 
of existence, while those of France and 
other continental countries are in ef- 
fect obsolete, due to lack of new con- 
struction in recent years. This leaves 
as a primary problem the relation of 
United States and Great Britain in re- 
gard to naval construction and main- 
tenance. The development of unfavor- 
able public opinion both in Great 
Britain and Japan should help ma- 
terially in bringing about a suspension 
of the competition even if there proves 
to be no very definite outcome at the 
conference. 





MARKET NEWS BY RADIOPHONE 


Agricultural market reports by radio- 
phone is the latest innovation announced 
by the Bureau of Markets, United States 
Department of Agriculture. This service 
was launched recently at East Pittsburgh, 
and with the necessary radiophone appar- 
atus, farmers and others within a few 
hundred miles of Pittsburgh will be able 
to learn agricultural market conditions and 
prices immediately after the close of the 
markets. The reports are sent from radio 
station KDKA over a wave length of 330 
meters. 

The department’s experimental radio- 
phone service follows shortly the inaugura- 
tion of sending agricultural market re- 
ports by wireless. Sending the reports 
by radiophone would greatly simplify 
their receipt by farmers and others direct, 
inasmuch as the operation of a radio- 
phone set does not require a knowledge 
of wireless codes. Instead of coming in 
dots and dashes the market news would 
be received in English, the same as con- 
versation over an ordinary telephone. 
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A Cheerful View 


No Dividends vs. Dividends That Force Financing—The Soundness of Fundamentals—Rebuilding 


Editor’s Note: Sentiment in the finan- 
cial district is generally about two jumps 
ahead of the rest of the country. 
Wall Street men are trained to look past 
the little developments and see only the 
longer kind. Therefore, the views of this 
writer, who is senior partner of a large 
stock exchange house, should be of in- 
terest to our readers. 





BOUT eight months ago Wall Street 

was pessimistic because the commer- 
cial situation at that time held out very 
little hope for immediate recovery. Loans, 
discounts and note circulation were still 
uncomfortable items in the Federal Reserve 
statements. While security loans were at 
a low ebb, commercial borrowing was 
still at a high peak, and indicated no im- 
mediate improvement. Reserve ratios 
were low, while interest rates were un- 
seasonably high. We were confronted 
then with a buyers’ strike of great propor- 
tions. 

Also, at that time we suffered from the 
effects of over-production, insofar as the 
effective demand for merchandise was not 
apparent. Then, too, the foreign situa- 
tion from the aspect of the reparation 
question was still a moot point. Uncer- 
tainties prevailed in Europe which were 
greater obstacles to the urgent reconstruc- 
tion than they are today. Labor was irre- 
concilable. The subject of wage reduc- 
tion was still a delicate theme to hit upon. 
Unionism would not bow its head to the 
inevitable readjustments which threatened 
industry and yet the gauntlet had to be 
thrown down because the process of defla- 
tion could not be furthered without the 
surrender of some of the power which 
labor had arrogated to itself during the 
war. Production costs had to be lowered, 
not only through a reduction of the prices 
of materials, but also through the reduc- 
tion of manufacturing overhead of which 
wages was the major item. 

Under such circumstances it required a 
great degree of courage to purchase securi- 
ties or to recommend the retention of long 
positions in the market. But before any 
real improvement in fundamentals was 
noted, we were virtually on top of a better 
market which carried prices several points 
higher than the low prices of December. 
In this respect, history is apt to repeat 
itself. 


The Worst Over 


Today untoward conditions seem to be 
behind us. It was the function of the 
stock market to discount long in advance 
the unwholesome factors of the last eight 
months. Likewise is it the true purpose 
of organized speculation to give expression 
to those economic phases which live only 
in the realm of expectancy. As against 
the definite trend of prices which is bound 
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Confidence 
By CHARLES S. HIRSCH 


to develop ultimately as the result of vital 
considerations, there is the psychological 
element which enters the present price 
problem. Better reasoning power is 
rendered impotent by the introduction of 
what appeared to be catastrophic develop- 
ments of transitory significance, such as 
strikes, the demoralization of the foreign 
exchange markets and the reduction or 
passing of dividends. Thus, powerful as 
economic forces might eventually prove to 
be, their effect is impaired by passing 
issues. Eventually, those reconstructive 
forces emerge triumphant. 

This seems to be exactly the situation 
today. The reduction, passing or deferring 
of dividends by corporations which have 
fared badly during 1920 is certainly no 
criterion for future performances. It 
should be remembered that dividend action 
today is more the result of what occurred 
last year, than what is expected to happen 
during 1922. In the year 1920, when stock 
dividends were very generously declared 
out of surplus accounts, the ensuing De- 
cember market indicated clearly the result 
that such dividend declarations had upon 
the market prices of securities of the 
melon-cutting corporations. An investor 
who holds the stock of a company which 
has undergone compulsory readjustment, is 
not made richer by a dividend declaration 
if his company is compelled forthwith to 
enter the money market in order to obtain 
additional working capital. Marketwise, 
the stock is worse off if assets are pledged 
to obtain present-day banking accommoda- 
tions, than if no dissipation of the cash ac- 
count occurred. Directors looking for- 
ward to better business ahead do more 
wisely by their shareholders in withhold- 
ing dividends than in declaring them out 
of badly needed working capital. 


The Sustenance of the Market 

The sustenance of the stock market is 
money. It is merely a question of time 
before the re-discount rate will again be 
reduced. (Since this was written, the N. 
Y. Federal Reserve Bank has again re- 
duced its re-discount rate, this time to 
6%.—Editor.) All banking precedent, 
based upon the present reserve condition 
seems to confirm that opinion. We should 
remember that the Federal Reserve Board 
has its ear close to the ground. It knows 
exactly what business requires. lts ery 
function is to assist business in times of 
stress. The gold holdings of the Federal 
Reserve Board as reported last week 
amounted to $3,175,000,000. The piling up 
of our stock of gold since the Ist of 
January, amounting approximately to 
$282,000,000, provides a basis for addi- 
tional credit. This new supply,. added to 
that already released through the reduction 
of commercial loans, approximating one 
billion dollars, and the increase in savings 
and deposit accounts must all conduce 
towards the easing of interest rates. The 
commercial paper market today heralds 
that fact most plainly. Wall Street is 
inclined, however, to become panicky 
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when security prices show signs of sag- 
ging, and consequently, our business per- 
spective is narrowed by the smaller events 
of the day. Considering the five-year 
pericd of inflation, during the most trying 
times of our financial history, we should 
congratulate ourselves upon the success 
which we have made in emerging from a 
very difficult position. The progress made 
is better than many bankers realized in 
1920. 

Labor has accepted wage reductions in 
many cases. There are few industries 
where the cost of production has not 
already been reduced through a cut in the 
wage scale. In some instances, labor has 
made a stand, but without avail. We 
should not forget that its weakness today 
is to be found in the sentiment expressed 
by Henry P. Davison in 1920: “That the 
commercial deflation would be brought 
about only when ten men were in search 
of one job, instead of ten jobs in search 
of one man.” Unemployment figures in 
the United States, while formidable in ap- 
pearance, merely indicate the difficulty 
which faces operatives today in finding 
employment. Labor, therefore, cannot 
afford to hold out, since the process of 
readjustment is an inexorable force which 
compels the proper co-ordination of Labor 
and Capital for mutual industrial welfare. 
According to some newspaper reports, 
the leader of the American Federation of 
Labor is losing caste. This is merely 
another way of stating that even so strong 
a character is incapable of waging a losing 
fight. A change in the Federation’s leader- 
ship would be without purpose, since 
economic conditions and not leadership 
determine Labor’s share of the social 
dividend. 

Are Conditions Sound? 


Prices today are lower than they were 
in 1919 and 1920. Banking funds were 
scarce then. We were exporting gold in 
the hundreds of millions. Today we are 
importing millions of the metal. Banking 
funds are relatively plentiful. We have a 
surplus of loanable funds which must and 
will find useful occupation in commercial 
directions. It is a postulate of the security 
market that a bull movement can be pre- 
dicated only upon basically sound economic 
conditions. The question can now be put 
as to whether conditions are reasonably 
sound. There isn’t an utterance emanating 
from Washington, or from the better 
banking circles tending to controvert the 
remarkable improvement in our banking 
condition today as compared with that of 
last year. 

Inventories have been liquidated or 
severely adjusted to market prices. Pro- 
duction today is at low ebb, whereas de- 
mand which is still small, owing to the 
last efforts of buyers to cause further price 
deflation of retailers, is merely deferring 
the inevitable buying day which must fol- 
low when consumption progresses more 
rapidly than production. The needs of 

(Continued on page 290) 
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THE SEVEN OR ELEVEN LAWS OF 
SPECULATION 


As our slogan implies and as we inti- 
mated in our first and last issue (Vol. 1, 
No. 1), our only thought in crashing into 
the publishing game was to bring succor 
to the weary and battle-scarred stock- 
trader. 

If you have been journeying to Jericho 
and have been left stripped and fainting 
by the roadside, cheer up. The good 
Samaritgn draws nigh. 

We know seven or eleven Laws of 
Speculation, any one of which is almost 
apt to bear a suffering brother to the 
nearest inn for refreshment. 

These Laws will be slipped to you one 
at a time that you may apply them as 
a salve to your scarred epidermis and find 
surcease of anguish. Are you all set? 
Then stretch forth your bruised necks 
and prepare to receive Law 1: 

Dr. Frank Crane unknowingly col- 
laborated with us in discovering this in- 
valid law. Eulogizing Oscar Hammer- 
stein in a recent article the doctor tells 
how the opera manager, when he went 
to London to give opera, owed half a 
million dollars. Asked by his son, Ar- 
thur, on what he intended to start, the 
elder Hammerstein replied, “On debts.” 

As Dr. Crane says, “He had wonder- 
ful courage and did not recognize defeat. 
This is but another illustration of the un- 
conquerability of any human soul that re- 
fuses to be conquered.” 

A flippant or casual reader might won- 
der for an instant or two if the courage 
were not more with the creditors than 
with the debtor. A poor newspaper boy 
can understand how it requires courage 
to owe ten or twelve dollars, but worry- 
ing over owing half a million appears 
about as profitable as getting all unstrung 
over whether or not they bathe in one- 
piece suits in the Sea of Glass, that won- 
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derful sea which washes the shores of the 
newspaper boys’ City of Reward. 

Passing by that thought, doesn’t Ham- 
merstein’s method of starting in business 
open up a bright and entrancing vista of 
possibility? It joins the concepts and binds 
together the ideas which go to make Law 
1, and which may be crudely expressed 
as follows: Before adventuring upon any 
speculation, call up your nearest neighbor 
and borrow half a million dollars. 

When you get it let us know and we 
will send you Law 2. 


STOCK MARKET REVIEW 
AND FORECAST 
BY THE BUSINESS: MANAGER 


An easy and oft-used method of start- 
ing a review is to make mention of the 
well-known water which has passed over 
the dam. But, the past several months 
have witnessed so much water squeezed 
from stocks, and so many of the strongest 
and most fervent damns break out in 
brokers’ offices that I doubt this to be a 
fit or timely opportunity to speak either 
of water or dams. 

The Calf’s readers are indeed lucky this 
week. By using great slabs of diplomacy 
I obtained yesterday, or the day before, 
an interview with one of the biggest— 
in some ways—men of the Street. 

“Mr. Bighead,” I asked, “what is your 
opinion of the stock market?” 

“Rotten.” 

I had suspected it would be, but hadn’t 
expected him to acknowledge it. 

“Do you think the market will improve 
this summer?” I wanted to know. 

“T’ve quit thinking; can’t make money 
in this market if you think.” 

I feel sure these words of wisdom, 
coming from an officer of one of our 
largest banks, will bring much comfort 
to the harassed traders, and will be 
evaluated at their true worth. 

From sources close to the management 
I learn that the market during the past 
two weeks has been somewhat of a dis- 
appointment to many of the traders. This 
information was given me in confidence. 
Is there a better way to keep a secret 
than to publish it in the (Margin) Call? 

From the same awe-inspiring sources I 
learn that Island Oil will not sell four 
points lower this year. 

If you have not done so send in your 
subscription now and get the next issue 
of the Weakly (Margin) Call as I am 
going to attend the New York State 
Bankers’ Convention “in Atlantic City, and 
the Lord only knows how much wisdom 
and inside information I will accumulate. 


LOCAL NEWS 
Personal and Impertinent 
BY THE ADVERTISING MANAGER 


About one more Thrift Campaign and 
we'll all be broke. What does it profit 
us to save our nickels and dimes for “in- 
vestments” that go blooey a few months 
after we acquire them? There is wailing 
in the street: we cry for dividends, and 
are given indigestible scrip. 

* * * 


Fault is often found with financial 
writers because they use terms which are 
unfamiliar to the layman. The 40 h.p. 
advt. mgr. Vic Graham thinks this glossary 
will be an aid to all who are puzzled by 
Street idioms: 

American Tel. & Tel—A sewing club. 

American Loco. — An Anti-saloon 
Leaguer. 

Chile Copper—A policeman on night 
duty these Volsteadic days. 

Dividends—Scrip (Try and get ’em). 

Lee Rub. & Tire—The Yellow Peril. 

Vic has promised to think up a lot more 
better than these. If you know any good 
ones, send them to him. He ought to pay 
about one dollar each for good ones. 


* ¢ & 


These are tough days on a hard-work- 
ing advertising salesman. It was bad 
enough when they only took my quarters 
by the matching method; now that the 
capitalists all have those gambling tops, 
what chance has a poor workingman? It’s 
all Put and no Take. 

* * * 


Only the Business Manager knows 


* whether the market is getting ready to 


go up, down or crab-wise; but the less- 
than-2%4-percent prophets, the “customers,” 
who sit in shining pants and with dull 
eyes misread the ticker and current news, 
are to a man bearish. And of course they 
may be right. One of them claims to 
have been right the year Philadelphia 
went Democratic. 
*>_ * * 


One of the life insurance companies is 
thinking of making the first question in 
the application blank read, “Do you ever 
trade in Mexican Petroleum?” An af- 
firmative answer would automatically bar 
the applicant from accident, health or life 
insurance. 

** * 

Even though most of the brokers deny 
that gold fillings will be accepted as mar- 
gins, the margin clerks view with alarm 
the large classes graduating from our 
dental schools, and are talking of forming 
a union. 











New York Stock Exchange 


Last Divd.$ 


FOREIGN BONDS 
and EXCHANGE 


Our Foreign Depart- 
ment has on hand at all 
times direct consign- 
ments of the more act- 
ive Foreign Bonds, 
Government, City, Rail- 
road and Industrial — 
and will be pleased to re- Erie 2nd pfd 
ceive orders and inquir- SL, SB 
ies from private invest- 
ors as well as Banks 
and dealers. Price list 
E. 17. on request. 


At present we offer for 
immediate delivery a 
limited amount of . ¥. 
N. ¥. Ont, & W 

Norfolk & Western 


HAMBURG-AMERICAN Peansyivenia. 


Pere Marquette 


LINE 432% BONDS rita, @ W. We 


Because this Company 
St. Louis & Southwestern.... 


paid full interest on all St. Louis & Southwestern pfd 
its obligations thruout Southern Pacific 
th Ith hn i Goewthers By. 2... ccccccccccccccscee 

e war, although its Southern By. pfd 

1 exas a Cc 

operations were prac- Galan Pesto 
tically suspended, and is Union Pacito pfd 
considered to own prop- 
erties outside of Ger- Sitieme Ties 
many valued largely in Western Pesite a3 
excess of its debt, these woe & Lake Frio 
bonds are regarded as 
one of the _highest- 
grade investment se- 
curities which will bene- 
fit through the rise in 


German mark exchange. 


Industrials and Miscellaneous, 


Our Letter F. 19 gives 
full details. 


We maintain our own 
correspondents thruout 
Europe. 








Robert C. Mayer & Co. 


Investment Bankers 


Equitable Bidg. 
New York 


Telephone Rector 6770 
Cable “MAYERBANK” 
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Active Stocks’ Price Range 


Low 
104% 
$1 


Island Oil .... 
Kelly-Springfield 
Do. pfd . 

Kennecott 
Lackawanna Steel 
Loews, Inc, 
Loft, Ine. 

Mex. Petroleum 
Miami Copper 
Midvale Steel 
National Lead 
Nevada Cons, 


Philadelphia Co. 
Phillips Petroleum 


Pressed Steel Car .. 
Do. pfd. 

Punta Alegre Sug... 

Pure Oil 


Ray Cons. Copper .. 
Replogle Steel 
Republic I. & Steel 


Tennessee Copper & Chem 
Texas Company 

Tex. Pac. Coal & Oil 
Tobacco Products 
Transcontinental Oil 
United Fruit 

United Retail Stores 
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-——1921—__,, 
Low 
6814 
23 


58% 
9 


Last Divd. $ 
June 16 per Share 
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We are specializing in 
the handling of out-of- 
town Partial Payment 
accounts for both small 
and large investors. 


Successful men invest 
their funds in sound mar- 
ketable and income-yield- 
ing securities. 

We shall be glad to co- 
operate with you on the 
purchase of seasoned se- 
curities under our plan. 


Our descriptive booklet M 114 
Sent on request. 


Morris & SMITH 


Members New York Stock Exchange 
66 Broadway New York 
Phone, Bowling Green 3900 




















R. R. equipment, daily 
becoming more necessary 


It is only a question of time be- 
fore all roads, (whether large or 
small) will have to enter the mar- 
ket for equipment of every kind. 


Safety Car Heating 
& Lighting Company 


during one of the dullest periods 
in the industrial history of this 
country not only earned its div- 
idend in full but added a substan- 
tial amount to its surplus account.. 


The stock of this company can be 
purchased at a 


Price to yield 912% 


We consider this stock an attractive 
investment with exceptional 


Speculative Possibilities 


Descriptive circular on request 


Theodore L. Bronson & Co. 


Members, New York Stock Exchange 
120 Broadway New York 
Telephone 7580 Rector 





























UNDERLYING 
BONDS 


you can buy high 


grade long term 
bonds to-day near the 
lowest prices they have 
ever sold, although in 
many cases the security 
back of these issues is 
stronger than when 
prices were twenty to 
thirty points higher. 



















Such an opportunity is 
offered in a first closed 
mortgage bond cover- 
ing the entire property 
of one of the impor- 
tant subsidiaries of the 
CONSOLIDATED 
GAS COMPANY 
OF NEW YORK. 
This bond has paid its 
interest for twenty- 
seven years, and is due | 
in 1944. At the pres- 
ent price the yield is 
almost 7%. 


















Full particulars upon 
request 


Tabey & 


Members 


New York Stock Exchange 
Chicago Stock Exchange 


25 Breap Sr.,New York 
Direct Private Wire to 


Chicago Detroit 
Cleveland 
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THE MORTGAGE INVESTOR 
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many think it is a better method. It sim- 
ply means an issue of bonds payable in 
instalments. 


Net Return 


Bonds having a fixed date of maturity 
require a little figuring to get at the net 
return. A bond bearing 5% interest and 
having ten years to run, may be sold at, 
say, $108.18; that is to say, $1,081.80 for 
each $1,000 bond, the net return to the 
investor would be 4% per annum, which 
is 4% for each of the ten years, and is 
4% of the entire sum—$1,081.80—invested. 
The bond costs $1,081.80, although at the 
end of ten years, when it matures, the 
holder will receive only $1,000. In the 
meantime, he will have received $50 
yearly in interest. All of this $50, there- 
fore, should not be considered as income, 
for a sufficient amount of it should be set 
aside each year to liquidate the $81.80 
premium paid for the bond. In first class 
mortgage bonds, however, the premium 
element does not enter the equation to 
such an extent as in other kinds of bonds. 

The covenants of the trust mortgage 
always provide the time for which a bond 
runs, or the life of it, ranging from ten 
years to fifty. 


Interest Return 


The possibilities of compound interest 
exist in mortgage bonds. Suppose you 
invest $2,000 in a mortgage bond paying 
6% interest, payable semi-annually. At 
the end of the first six months you draw 
$60. Put $40 with it and purchase a new 
$100 bond, thus compounding your. inter- 
est at once. At the end of the second 
six months, make up the odd amount 
again, buying another $100 bond. In a 
few years the amount of interest coming 
in will be enough to purchase new $100 
bonds semi-annually without going down 
in your pocket. 


Is a Mortgage Bond Market Feasible? 

There has been some talk about estab- 
lishing a mortgage bond market on the 
order of the Public Utility Market recently 
established in Chicago. There are di- 
vergent views in reference to this. A 
public utility bond, like a municipal bond, 
enjoys more of a demand than a mortgage 
bond, due to the laws of the different 
states permitting savings banks and other 
institutions to invest in them. Strictly 
speaking, however, there is no such thing 
as the price of a mortgage after it has 
been bought by an investor. The money 
is practically tied up for a termh of years, 
and is not available as a financial re- 
source. These bonds also have the dis- 
advantage as compared with stocks of be- 
ing more subject to both Federal and 
local taxation. Necessarily the business 
of dealing in mortgage bonds is localized. 

When mortgages become more massed 
than they now are in the hands of big 
corporations with enough standing to get 
money at the lowest rates at which it is 
offered in the world’s markets, then the 
money can be obtained by methods similar 
to those used by, say, the United States 
Steel Corporation and the sum total of the 
mortgages may be split up into transfer- 


FOREIGN 
GOVERNMENT 
OBLIGATIONS 


We believe that the 
external loans of cer- 
tain foreign govern- 
ments offer. the in- 
vestor splendid op- 
portunities for the 


safe and profitable 


investment of his 


funds. 


“Cassatt Offerings” 
lists a careful selec- 
tion of these loans 
with a discussion of 
their advantages and 
safeguards. 


Kindly ask for Circular M-7 


Established 
PHILADELPHIA 


NEW YORK BALTIMORE PITTSBURGH SCRANTON 

















A Series 
on the 
Coppers 
We are issuing a series of 


letters comprehensively an- 
alyzing the Copper Stocks. 


E.W.Wagner&Co. 


ESTABLISHED 1887 


33 New St., New York 
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able shares. In time, however, there may 
be centralized markets for mortgage 
bonds. 





EUGENE MEYER, JR. 
° (Continued from page 227) 











broad, public markets for international se- 
curities, should tend to reduce the cost 
of living to their industrial labor and thus 
promote social peace and prosperity. 


Bankers Must Help 


“It is essential that the great body of 
our domestic bankers should intelligently 
grasp the principles of foreign trade and 
the importance of that trade to our do- 
mestic industrial and financial structure. 
They must educate themselves and their 
communities to a clear understanding of 
these matters before the people will sup- 
port sound, progressive policies for the 
development of our foreign commerce and 
for the financing that will be necessary to 
maintain it. They are properly expected 
to support special agencies, such as Edge 
Law foreign trade financing corporations, 
or other institutions that may be formed, 
under proper auspices, to aid in immediate 
and future international financing,—and 
they may assist also by becoming pur- 
chasers of acceptances of the institutions 
which now carry directly the burden of 
foreign commerce. The domestic banker 
is a determining factor in the matter of 
creating the savings funds which must be 
provided if, as a nation, we are to progress 
nationally and internationally in the future 
as we have in the past. 

“In addition, our domestic bankers, in 
their own interest and in the interest of 
their communities, must play an important 
part in the development of American in- 
vestment markets for sound foreign se- 
curities.” 





COMMONWEALTH POWER 

In answer to some inquiries as to the 
dividend record of Commonwealth Power, 
Railway & Light Co., we print the follow- 
ing: 

Dividends on the preferred have been 
regularly paid, quarterly, from May 1, 
1910, to February 1, 1921. The February 
1, 1918, and subsequent dividends on pre- 
ferred stock were paid in scrip, due in six 
years from February 1, of the year issued 
with interest at 6% per annum. At a meet- 
ing held Aprif 15, 1921, directors deferred 
declaration of dividend payable on the 
preferred stock, although earned by a 
satisfactory margin. This action was 
prompted by desire to strengthen financial 
position of company during prevailing 
period of general business readjustment by 

savoiding an increase of its indebtedness 
through the issuance of additional scrip. 
Common dividends of 1% were paid quar- 
terly from May 1, 1913, to November 1, 
1917; none since. 
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1HE arrangement by Ger- 
many for the first repara- 
tions payment to the 
Allies resulted indirectly 
in enhancing the premium on our 
dollars in terms of several European 
currencies. 
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We should be glad to answer in- 
quiries as to how this may be taken 
advantage of by American investors. 


Coupons on bonds payable in for- 
eign currency due July lst will be 
cashed by us on presentation. 
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Paine, Webber & Company 


Established 1880 


BOSTON NEW YORK CHICAGO 


PHILADELPHIA MINNEAPOLIS DETROIT ST. PAUL 
HARTFORD ALBANY WORCESTER MILWAUKEE 
GRAND RAPIDS SPRINGFIELD DULUTH 
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ae COLUMBIA MOTORS 


A recent analysis of this issue giving history, dividend 
record, earnings, together with outlook for present busi- 
ness, is available on request. 


WE ARE SPECIALISTS IN MOTOR 
SECURITIES 








Lee, Gustin & Co. 


Members Detroit Stock Exchange 





























An Increase of 
77% in Yield 
in 20 Years 


E have prepared a 
Chart showing the 
price history of New 
York State and municipal 
Bonds from 1900 to 1921. 


It graphically indicates your 
opportunity to buy New York 
State Bonds at the lowest 
prices in 20 years. 


The yield in 1900 was 2.65%; 
in 1910 it was 3.78% and in 
1920—4.10%. 


Today, we offer New York 
State Gold 5% Bonds, ma- 
turing (serially) 1942 to 1967, 
inclusive, at prices to yield 


4.70% 


Exempt from the New York 
State Income Tax, and free 
from all Federal Income Taxes. 
Legal investments for Savings 
Banks and Trustees in New 
York, the New England and 
other States. 


OUR CHART— 
which has perma- 
nent value — and 
complete circular 
will be sent upon 
request for M-398, 


The National City 
Company 


Main Office: 
National City Bank Bidg., N. Y. 
Uptown Office: 42d St. & Madison Ave. 





Trade Teditincles 
Prospects of Leading Industries as Seen by Our Trade Observer 


As the general tendency in a given trade is but one of the many factors affecting 
the price of securities representing that industry, the reader should not regard these trade 
tendencies alone as the basis for investment commitments, but merely as one of many 
factors to be considered before arriving at a conclusion. 





Livestock and Provisions 











Conditions Still Unfavorable 
HE livestock industry is mainly under 
the influence of the depression in 
credit conditions. The Kansas City Fed- 
eral Reserve district alone is carrying 
about $500,000,000 in loans secured on live- 
stock; and similar conditions exist in other 








THE TREND 


STEEL—Conditions are highly unfavor- 
able: Steel Corporation at 35% ca- 
pacity and independents at 20%. “ 
iron production at lowest levels in 


tion a growing 
outlook a 
METALS—Copper affected by decline in 
Production at 


ic 
improved. Prices a little weaker. 
Tin, lead and zinc are dull with little 
prospect of early change. The metal 
markets are generally in poor shape. 


Industry’ generally in 
unfavorable position with nothing 
promising in sight. 

COAL—Activity in soft coal subsides 
again. Production at too large a 
rate for the present demand. Prices 
are somewhat lower. Anthracite coal 
in good shape at present but with 
the possibility of lower prices later 
on, 


SUGAR-—Situation generally demoralized 
with new low prices in both raw and 
refined. Cuba in financial distress. 
Huge accumulation of stocks. Out- 
look extremely unfavorable. 

LIVESTOCK—Present conditions are un- 
favorable but price deflation has 
proceeded to a satisfactory point. 
Conditions should slowly improve in 
this industry and those associated 
with it. 

LEATHER—Hides and skins are dull. 
Leather in better demand but shoe 
manufacturers are slightly more 
pessimistic. Outlook uncertain. 

MOTORS—Conditions depressed. 
Production falling “of, Prices of 
cars have been cut rather deeply. 
Not much buying expected over the 
summer months on account of gen- 
eral industrial depression. 

‘TIRES—Production on the decline on ac- 
count of the slump in the automobile 
industry. Large s 
rubber and es in 


oak tment caused 
Aa) mat I A 
than it has. On the present 





























districts identified with the cattle-growing 
industry. 

Large quantities of livestock are being 
pressed ‘into the hands of packers for 
slaughter because these products must be 
liquidated on account of the credit situa- 
tion. Bankers are insisting on the liqui- 
dation of loans secured by livestock and 
producers and similar interests are com- 
pelled to sacrifice their products at prices 
that generally mean a heavy loss. 

Primarily, the poor condition of the 
livestock markets is due to the fact that 
demand, both domestic and foreign, has 
fallen off to a comparatively large extent. 
This is particularly true of the foreign de- 
mand, although lately there has been a 
little improvement in this regard. How- 
ever, the improvement is not important 
enough to suggest that basic conditions 
within the industry will change within the 
near future. 

As long as producers can find no ade- 
quate or accessible means of carrying 
their products, they will be compelled to 
sell in the market at whatever prices they 
can receive. It is obvious that serious 
losses, in addition to those already in- 
curred, will be incurred in the future un- 
less some broad plan of assistance is 
adopted. Recently the Treasury has inti- 
mated that it is interested in the matter 
and that it proposes to assist the pro- 
ducers without the necessity of going to 
Congress for remedial legislation. The 
plan obviously has to do with the exten- 
sion of credits to the producers. Should 
an efficient program of relief be adopted, 
it would remove the burden from the 
banks and the producers and thus pave 
the way for much better market condi- 
tions than exist at present. 

A noticeable tendency toward consump- 
tion of the cheaper meats has recently 
made itself evident. This, naturally, is 
a direct result of the unfavorable eco- 
nomic situation. The loss in purchasing 
power has caused the public to be cautious 
and it is plainly restricting its purchases 
even in the necessities, confining its ab- 
sorbing activities to the less expensive 
products. Paradoxically, this is not so 
bad for the packers and producers, as it 
sounds, owing to the fact that it equalizes 
the demand for all portions of the cattle 
and thereby produces more efficient and 
economic merchandising. Nevertheless, 
as an indication of the economic trend, 
this late tendency in meat-buying is not 
without significance. 

Prices for steers and hogs have fluc- 
tuated rather widely of late but they 
seem to be approaching a relatively stable 
level. It is not altogether improbable that 
prices have already seen their lowest, es- 
pecially if the credit assistance mentioned 
in the above is granted cattle producers. 
Should this turn out to be the case, the 
meat industry will be among the first to 
experience a measure at least of genuine 
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prosperity. The packers financially are 
in fair shape and as they are dealing with 
essential products it may be reasonably 
assumed that they will gradually be able 
to revert to a real money-making basis. 

Provisions in general seem to be stabil- 
izing themselves at about present levels 
and eonsidering the extent of their decline 
in the past year it is not altogether be- 
yond the bounds of probability that they 
will experience some recovery. The fact 
that wholesale food prices are for the first 
time in a year showing a tendency to ad- 
vance would seem to support this view. 

In general, the livestock and provision 
situation is still unsatisfactory as com- 
pared with conditions a year or two ago. 
Nevertheless, there are signs that a turn 
will be affected within a reasonable period 
and that the interests connected with these 
industries will again be in a position to 
derive a reasonable profit from their ac- 
tivities. 
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Demoralized Market 

be Cuban sugar interests are in great 

difficulties and this situation has been 
aggravated by the activities of the Cuban 
Sugar Commission. It will be recalled 
that in one of our recent reviews on this 
subject, the remark was made that the 
efficacy of the Commission in fulfilling the 
purpose for which it was created—namely, 
the -sale of Cuban sugar under favorable 
terms to the producers—was extremely 
dubious. Events have since borne out this 
prediction. No single agency in the world 
could have prevented the decline in sugar 
prices as it was due to the fundamental 
law of supply and demand. To put it 
simply: there is too much sugar for the 
market to absorb and when there is too 
much, prices must go down. 

If Cuban sugar had been the only kind 
of sugar, the Commission might have been 
able to produce some satisfactory results. 
However, there are fifty other countries 
whence we draw our sugar and whence 
other nations draw their sugar. As long 
as these sugars were being sold in compe- 
tition with Cuban sugar, the Cuban inter- 
ests had to follow the market or else suffer 
the consequence. As the situation now 
stands, Cuba is left with an abnormally 
large supply of sugar on her hands, part 
of which, at least would have been ab- 
sorbed by us, had the Commission not at- 
tempted to artificially hold the market up. 

The situation in Cuba is decidedly de- 
plorable. It is estimated that accumulated 
stocks are about 750,000 tons in excess of 
what they were at this time last year. 
With the new crop coming on, it is diffi- 
cult to see how Cuba is to sell her chief 
product on favorable terms. 

Of course, from a long-range viewpoint, 
sugar will do better, as the population of 
the world increases and as the demand for 
sugar increases. In the meantime, how- 
ever, it is not to be forgotten that the 
old beet-sugar districts of Europe are again 
producing heavily and that other parts of 
the world are new factors in the sugar 
situation. It is therefore possible that for 
many years supply may outrun demand. 
In any event, it is extremely unlikely that 
sugar can ever get back to its high prices 
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Do Investors Appreciate 
Miller Service? 
Read this letter— 


“I wish to say, Mr. Miller, that I have been mest 
mightily pleased with the way you have used me in 
the three little transactions we have had thus far, and 
by the looks of things we are going to have more, 
and more sizable ones, too. I thought your “Miller 
Service” was merely an advertising slogan, but it does 
not prove to be. These small transactions, when prop- 
erly handled, often turn into sizable ones for you.” 
(Name of writer on request) 


Invest in 7% Miller Mortgage Bonds 


You, too, can feel as satisfied as the writer of the above letter. Through Miller Service 
or invested funds are thoroughly safeguarded and net you a good interest return. 
very bond is secured by an income-earning, non-speculative, fire-proof apartment struc- 
ture or office building in a prosperous locality—property worth substantially in excess, 
often more than twice the amount of bonds issued. 
As the borrowers are required to deposit with the Trustee each month one-twelfth of the 
amount of the —_ = and interest due for that year, all payments are made promptly 
to every investor. here is nothing to worry you when you invest in 7% Miller Mort- 
It is just as easy, just as safe as depositing money in your savings bank. 


he 


gage Bonds. 


Send the coupon today for a copy of “Selecting Your Invest- 
ments.” This booklet is free and its clear explanation of the 
many excellent features of 7% Miller Mortgage Bonds will 
interest you. 


. $100 Bonds; $500 Bonds; $1,000 Bonds 
ee 7% interest paid twice yearly ° 
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New York Stock Exchange 
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Interest and _ principal 
payable in U S. dollars at 
a fixed rate of exchange, 
annual drawings at par 
which gives a high average 
yield. . 


Ask for circular M.W.-102 
Your inquiry is also 
invited on 
BRITISH FRENCH 
BELGIAN GERMAN 


HUTH & CO. 


30 Pine Street, New York 
Telephone John 62/4 














WE BUY, SELL, QUOTE 
ALL 


Foreign Exchange 


AND 


Foreign Bonds 


We carry for the convenience of 
our clients New York accounts in 
foreign currencies. 


These accounts draw regular interest 


Our latest booklet M. W.7 ex- 
plains the great advantage of car- 
rying your foreign accounts in 
New York and points the way to 
profitable investments in Foreign 


Exchange. 


Copy and information free on 
request. 


Apply to 
FOREIGN DEPARTMENT 


Farson,Son &Co. 


Members New York Stock Exchange 
115 Broadway, New York 
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of 1920, barring the calamity of another 
great war. 

Raw sugar is thus selling at the lowest 
prices in a number of years, with a price 
equivalent to 2.40 cents a pound, cost and 
freight for Cubas. This compares with a 
price of about 25 cents a pound a little 
over a year ago. Refined sugar is likewise 
selling at a very low price, quotations, at 
present writing, being 534 cents a pound. 
With continued weakness in the raw sugar 
market, it is improbable that refined sugar 
prices can maintain their stability at around 
present levels and accordingly one may 
look for a price of 5 cents a pound or 
lower in the not far-distant future. 

The fact which stares the analyst in the 
face with regard to the sugar situation is 
that there is a large over-production and 
that supplies are mounting far beyond any 
conceivable present need. Until this situa- 
tion is rectified, there is little hope for the 
sugar interests; and the situation is of 
such gravity and its implications so wide 
in scope that it is hardly probable that 
improvement can come about for many 
months, at the earliest. 
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Crude and Refined Go Lower 


THE past two weeks have been marked 

by further demoralization in both the 
crude and refined petroleum markets. The 
statistical position is uninviting with pro- 
duction still being maintained at a very 
high rate and with stocks accumulating 
far in excess of present needs. Owing to 
the more rapid rate of accumulation in 
recent weeks, storage facilities are rapidly 
diminishing. It is a situation which has 
not existed for years. The market is de- 
cidedly a buyer’s affair. 

Since the beginning of the year, accu- 
mulation of crude oil has been very large. 
Exclusive of refinery stocks (see table), 
domestic stocks have increased from 130,- 
321,000 barrels to about 148,000,000 bar- 
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rels and Mexican stocks have increased 
from 8,000,000 to about 12,500,000. The 














To Holders of 
Victory Notes 


E have prepared 
W a memorandum 
discussing the 
significance of chang- 
ing credit conditions 
to holders of U. S. 
Victory notes, and 
setting forth con- 
cretely how this new 
situation can be util- 
ized to their benefit. 
This memorandum should 
be found of distinct practi- 
A value and will be gladly 


upon request for 
M. W. 16. 
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Government 
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Chinese Reorganization 5s, 1913 
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Japanese Internal 5s, 1906 
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Brazil 5s, 1895 

French Premium Loan of 1920 
Argentine Unification 4s 
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total increase amounts to about 22,000,000 
barrels. In view of the present rate of 
consumption, the accumulation of supplies 
as indicated by the attached table is a dis- 
tinctly favorable development and is ac- 
countable for the severe decline in prices, 
which has occurred since the beginning 
of the year. 

An important development is the in- 
crease in the export tax on oil exported 
from Mexico. This amounts on the av- 
crage to about 135%. Such a very heavy 
increase has naturally exerted a harmful 
effect on the Mexican oil securities. On 
the other hand, the tax may operate to 
greatly decrease our imports from Mexico, 
which of course would aid the statistical 
position of the commodity in this country. 








STOCKS OF CRUDE OIL 
(Exclusive of refineries) 








Domestic Total 
January 180,321,000 8,127,000 188,448,000 
February 185,082,000 10,750,000 145,842,000 
March 142,084,000 11,799,000 153,883,000 
April 147,898,000 12,407,000 160,305,000 




















Weakened by the declining demand for 
most refined petroleum products, the lat- 
ter have declined as rapidly as crude oil 
and at the present writing give indication 
of continued weakness. Both kerosene and 
gasoline have been cut again. The cut in 
the latter is expected to temporarily stim- 
ulate a little business but in view of the 
rapidly increasing supplies, there is little 
in the way of a further cut in the price 
of this commodity. Kerosene is weak and 
it is probable that prices will again be 
reduced. Fuel and gas oils are still soft 
and there is very little chance of a reac- 
tion in these markets, as the demand is far 
below normal. 

Export business shows no signs of im- 
provement and on the contrary is less in 
volume than a few weeks ago. The trend 
here is definitely downward. 

Practically all grades of crude oil have 
been cut, including a cut in Mid-continent 


crude. Among the reductions in the past 
week or two have been: Pennsylvania, 
which is now $2.75; Corning, $1.65; 


Somerset, $1.35 ; Mid-continent, $1 ; Caddo, 
$1, and West Columbia, which is 80 cents. 
All these prices mark very heavy reduc- 
tions from the highest prices at the be- 
ginning of the present year. Pennsyl- 
vania crude, for example, is selling at the 
lowest prices in six years. 

All factors bearing on the oil situation 
are of an unfavorable nature. Present in- 
dustrial conditions are such, both here and 
abroad, as to offer very slight possibilities 
of an early improvement. As the situation 
now appears, it will probably be a long 
time before final readjustment in this in- 
dustry has been completed. 
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Depression Continues 

UNDAMENTAL conditions within 
, the steel and iron industries are un- 

changed. Demand is still slack and pro- 
duction is waning. Prices are weaker and 
are believed to be higher now than what 
they will be some weeks hence. In short, 
the industry is still in process of read- 
justment. 
for JUNE 25, 1921 
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American Express Company 
WORLD-WIDE INVESTMENT SERVICE 
lor Investment Houses & Banks 


REPUBLIC OF URUGUAY 


External Gold Fives of 1919 


Coupon Bonds £20 only. 


Interest payable quarterly— 


Authorized £605,000 


IN NEW YORK IN UNITED STATES GOLD AT $4.86 


PER é. 


In Montevideo in Uruguayan Gold at $4.70 per é. 


In London in pounds sterling. 


Principal is repayable in gold, at the same fixed rate 
of exchange as above by the operation of a sinking 


fund of 1% per annum from April I, 


1920. 


Besides being a direct obligation of the Uruguayan 


Government, these 


bonds are secured by first mort- 


gage on the Uruguayan East Coast Railway Limited, 
and part of the Customs Receipts have been hypothe- 
cated to apply towards interest and sinking fund. 


We are supplying these to investment dealers and 
banks at prices that make them extremely attractive 


for resale or for investment. 


Complete description, statistics and prices furnished 


on request. 


AMERICAN ExPRESS COMPANY 


65 BROADWAY~ NEW YORK 
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Wm. H. McKenna & Co. 


25 West 43rd St. 


New York City 
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Readjustment 


Allied Roiion. 


Incorporated 


The time for deposit under 
the Plan and Agreement of 
Readjustment, dated April 30, 
1921, of Debentures and Stock 
of Allied Packers, Incorpor- 
ated, with CENTRAL UNION 
TRUST COMPANY, Deposi- 
tary, 80 Broadway, New York 
City, or with the Sub-Deposi- 
taries, viz.: FIRST NA- 
TIONAL BANK OF PHILA- 
DELPHIA at 315 Chestnut 
Street, Philadelphia, FORT 
DEARBORN TRUST AND 
SAVINGS BANK at 78 West 
Monroe Street, Chicago, and 
FIRST NATIONAL BANK 
OF BOSTON, at 70 Federal 
Street, Boston, has been ex- 
tended until the close of busi- 
ness on JUNE 29, 1921. 


There have been actually de- 
posited under said Plan and 
Agreement over 30% of De- 
bentures, over 55% of Pre- 
ferred Stock, and over 45% of 
Common Stock, and as a result 
of conferences with security 
holders additional deposits in 
considerable amounts are ex- 
pected in the near future. 


Dated, New York, June 20, 1921. 


GEORGE W. DAVISON, Chairman 

CLIFTON H. DWINNELL 

JAMES C. FENHAGEN 

JOHN FLETCHER 

HERBERT I. FOSTER 

WILLIAM A. LAW 

EDWIN C. LEWIS Committee 

C. E. SIGLER, Secretary, 

80 Broadway, N. Y. City 























A Unique Investment 
Yield plus Safety 


For those who are seeking the 


soundest kind of investment which 


at the same time yields an un- 
usually high income for a security 
of its class, our 7% Georgia Farm 
Mortgages are recommended. 


The high yield combined with 
safety is possible because these 
mortgages are on land of a pro- 


ductivity unsurpassed in the United 


States, and because of our inti- 
mate knowledge of the territory 
and our equipment for analyzing 
land values and safeguarding the 


investor. 


No one has ever suffered a loss by 
investing in our Georgia Farm 
Mortgages. 


For full information ahout this attrac- 
tive investment. write for Booklet B-12. 


GEORGIA LAND & 


SECURITIES CO. 
Savannah, Ga. 














The steel mills are deeply concerned 
with matters pertaining to cutting costs of 
steel production. Economies are being 
effected all the way down the line but the 
present rate of consumption is so small as 
to have little effect on lowering the gen- 
eral cost of output. There is now some 
talk of a further cut in wages. While 
some of the independents may take such a 
course it is to be doubted that the leading 
interest would take such a drastic step at 
the present moment. 

Practically none of the steel lines are 
finding a ready market. Consumers are 
holding off new purchases or releases of 
old orders, preferring to use the stocks they 
have on hand. The railroads are doing 
little buying, although in some minor in- 
stances there is greater interest than has 
been the case for some months. However, 
this development is of relatively little im- 
portance. The outstanding fact of the situ- 
ation is the utter stagnation in the industry. 

Pig iron which has been declining for 
nearly a year is still weak. Price conces- 
sions are still being made, and it is re- 
garded likely that the general average of 
pig iron prices will shortly find a lower 
level. Production is at the lowest level 
in over a decade. Coke prices range be- 
tween $3 to $4 a ton and on the basis of 
the accepted ratio of 5 to 1, pig iron 
could sell at between $15 to $20 a ton. 


OF WALL STREET'S STEEL STOCKS’ AVERAGES. 


U.S.STEEL 
CRUCIBLE 


REPUBLIC 





The present price is about $21 a ton so 
that the possibilities of lower prices are 
certainly not remote. 

Structural steel seems in better shape 
than most other steel lines. While no 
large orders are being received, the aggre- 
gate of small orders received is providing 
a fair amount of business for concerns 
interested in that field. Building operations 
are on the increase and, of course, this 
has an obvious effect on the structural 
steel market. Nevertheless this has not 
prevented some shading of prices and it 
is possible to obtain tonnages at from 2 to 
2.10 cents against the nominal market of 
2.20 cents. 

Exports of steel products are on the 
down-grade due both to the lower rate of 
exchange values and the increasing com- 
petition arising from European sources. 
There are reports of Germany underselling 
us in our own markets. Even if true, this 
would have little significance as Germany 
cannot make enough steel, under present 
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conditions, to become much of a factor in 
our home markets. On the other hand, 
the combined competition of German, Bel- 
gian, French and English concerns, in the 
aggregate, is a deterrent factor in our steel 
export trade and it is inevitably bound to 
shut off some of our foreign markets, par- 
ticularly in South America and Europe. 
We seem to be in the better position in the 
Far East. 

The outlook for the steel industry is 
not encouraging for the next few months. 
The one favorable feature is that stocks 
are slowly being reduced as consumption 
is at a somewhat higher rate than pro- 
duction. This should mean a new influx 
of business commencing in the fall. 





COPPER 











Market Less Active 


FACTORS operating on the copper mar- 
ket in recent weeks have exerted a 
rather less favorable influence than those 
operating some time back. The outstand- 
ing feature is the curtailment of foreign 
demand as a direct result of the impair- 
ment of exchange values. Copper and 
similar commodities are particularly sus- 
ceptible to the broad movements of for- 
eign exchange. At the same time, domestic 
demand has shown no improvement in re- 
cent weeks and the tendency has been to- 
ward lower prices. Spot copper, at this 
writing, is obtainable at about 13 cents a 
pound compared with a price of 13%4 cents 
asked at the beginning of June. 

Important dealers are still asking 13% 
to 13% cents for prompt delivery but con- 
sumers are not interested in anything above 
13% cents, and they are being supplied at 
these levels by the smaller dealers, who 
are anxious to sell on account of their 
financial position. For future deliveries, 
prices of 1334 cents are demanded and 
there is small likelihood of this being 
changed. This is rather significant as it 
shows that the ‘copper interests are antici- 
pating a bigger demand later on at the end 
of summer. 

A tactical error was made by sellers 
recently when they attempted to put up 
prices to foreign buyers through the Cop- 
per Export Association. It was obvious 
that this would have a tendency toward 
slackening the foreign demand, which 
would have turned out to be the case, even 
if there had been no drop in exchange 
values. It would be unwise to demand 
higher prices at this time, as the ultimate 
object of the copper interests should be 
that of curtailing their surplus rather than 
to secure a good price. Every time.as in 
the recent past, prices have been advanced, 
buying has dropped off. This exerts a 
poor effect on the copper market and post- 
pones recovery. The surplus is still so 
large that until a larger share of it has 
been worked off than is the present, there 
is no possibility of obtaining a permanently 
higher price for the metal. 

Production is still at a low point and 
in fact the present tendency is to- 
ward further curtailment of output. This 
is an encouraging feature from the long- 
range viewpoint. However, it may be pos- 
sible that some producers may be com- 
pelled to resume operations on a small 
scale toward autumn, not because the out- 




















put will be needed but to retain their 
skilled forces. By autumn many of the 
copper mine workers will have exhausted 
their resources and they will be compelled 
to seek elsewhere for work. The opera- 
tors are faced with the alternative of re- 
opening their mines which under present 
conditions would be unfavorable, or of. los- 
ing their skilled organizations. It is prob- 
able that they would prefer to keep their 
organizations intact in the event of an 
emergency of the sort: that promises. 


OF WALL STREETS COPPER STOCKS’ AVERAGES 
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The immediate outlook for copper is 
not encouraging. There will probably be 
some occasional spurts of activity, due 
to domestic or foreign buying, or both, 
but judging from the past, these spurts 
will give way to periods of cessation such 
as is the case at present. It is obvious 
that the statistical position of copper is 
the most important element in the situa- 
tion and that until the present hardly 
diminished surplus is appreciably cut, pro- 
ducers and other copper interests have not 
much to look forward to. 

None of the other metal markets show 
as stimulating influences. Tin is very quiet 
and there is little evidence of buying sup- 
port. The lead market is extremely dull, 
with prices tending lower. Zinc is abso- 
lutely stagnant and prices are more or less 
nominal. 





COAL 











Conditions Still Dull 
HE bituminous coal market has re- 
lapsed into a state of quiet, com- 
parable to that of several months ago. 
The gain in activity since April has by 
this time been completely lost. Prices 
have softened again, and demand is back 
to where it was at the beginning of the 
short-lived spurt. Production has been 
about the same for the past few weeks— 
8,000,000 tons—but the present state of the 
market is such that the amount being cur- 
rently produced cannot be absorbed in full, 
thus resulting in a surplus at an unfavor- 
able time. 

The English coal strike has generally 
had a good effect on the soft coal busi- 
ness, resulting in very large shipments 
abroad, mostly for bunkering purposes. 
This has had the effect of partly offsetting 
the decline in domestic business. Recently, 
however, exports have slumped and as the 
end of the strike may be presumed to be 
close at hand, doubtless our soft coal ship- 
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STRAIGHT LINE METHODS 


Profit 


HE life and vitality of all business is 
Profit. 


Success depends upon it. It is the com- 
pelling interest in the simplest transaction— 
the dominant thought in the greatest com- 
mercial enterprise. 


And yet, one-third of the three hundred thou- 
sand manufacturing concerns in the United 
States, it was estimated prior to the War, 
earned no profit above normal interest on their 
investment. And ninety per cent of that three 
hundred thousand did not even know what it 
actually cost to produce their products. 


Blind business! Ignorance and guesswork in 
the place of knowledge—so easily obtained thru 
the application of simple and sound methods 
of Cost Accounting, more necessary today 
than ever before. 


With material and labor cost changing over 
night, sales volume fluctuating, prices indefi- 
nite, markets uncertain—safeguard your Profits. 


Exact knowledge of costs, based on Facts and 
Figures, and intelligently applied by an experi- 
enced and competent organization is the only 
means of insuring Profits— 

The only basis on which to increase Profits— 


The only guarantee of Profits. 
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of you and your depositors 


perfect identification, give banks a 
most splendid “point of contact.” They 
put in your customers’ visible 
evidence of your efforts toward more 
perfect safety and security. 
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ments to England will come to an end. 
With the ‘disappearance of foreign trade 
in coal, the tendency from now on until 
general industrial conditions improve, 
should be toward increasing competition 
among the operators. It follows, there- 
fore, that prices will become easier until 
the demand hardens again. , 
There is little disposition to enter the 
contract market, although a few three 
months’ contracts have been taken at prices 


* barely above those quoted in the spot mar- 


ket. The railroads as yet are not par- 
ticularly active in the contract market. 

Conditions in the various industries 
being such as they are, it is hardly prob- 
able that consumption of soft coal will 
increase appreciably during the next few 
weeks. The dullness in the steel industry 
alone accounts for a large dropping-off in 
demand and as there is no visible sign 
of improvement in this quarter, the loss 
incurred will be felt keenly by the coal 
industry. 

The non-union mines are doing rather 
better than those in which union condi- 
tions prevail. The non-union mines have 
the advantage of the difference of about 
75 cents a ton in the cost of production 
and are consequently able to sell their 
product at a proportionately lower figure 
than asked by the union-mines. With two 
sets of prices, consumers naturally favor 
the lower set. It is doubtful that the union 
mines are making any money on the pres- 
ent basis of things. 

The anthracite trade is going ahead at 
full blast. Dealers in the northern part 
of the country are anxious to get hard 
coal and would be taxing themselves to 
acquire all possible amounts, were it not 
for the fact that they are uncertain as to 
the attitude of the consumer. This will 
be seen within a few weeks. If consumers 
show no great disposition to take on quan- 
tities of hard coal at that time, the result 
would inevitably be to lower prices. A 
contrary disposition, obviously, would have 
the reverse effect later on when demand 
normally gets to be very keen. 
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A Bright Spot Among the Industries 
HE silk industry is in a very satisfac- 
tory position. Sales and manufactur- 
ing activity are increasing and the recovery 
which started at the beginning of the year 
has given evidence ‘of the presence of 
favorable influences which may be expected 
to continue over until at least the end of 
the year. Practically all the silk mills are 
now running and most of them are run- 
ning on full-time. 

The raw silk market displays a firm 
tone, and this has encouraged important 
mill interests to place orders several 
months ahead. An interesting feature is 
that buying of raw silk in the New York 
market is now quite extensive and that it is 
becoming general throughout the trade. In 
certain high-grade raws, a scarcity exists 
and premiums are paid for delivery. Spot 
silk is hard to obtain and in fact there is 
little to be had from abroad until July or 
August. 

Retail activity is extensive and this has 
been encouraged by the comparatively 
low prices at which silk goods are now 
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immediately appreciate the saving of 100 
minutes a day by the introduction of an 
efficient method to promote the speed 
and lessen the fatigue of their steno- 
graphic forces. 
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—because it is adjustable as to height— 
thereby permitting a maximum amount 
of work with a minimum amount of 
effort—actually saves time. The “Satel- 
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The Oil Business Runs On 


Its Own Power. 


Do You Want to Get Into 
the Oil Business? 


If You Do, I Can Help You 
Get Into Business Right. 


I have a plan whereby an in- 
dividual or a group of individuals 
can invest $1,000 to $10,000 in 
such a way that the speculation 
and gamble of ordinary “wildcat” 
propositions are eliminated, and 
satisfactory returns on invest- 
ments are assured to as complete 
a degree as it is possible to ac- 
complish in human activities. 


Every detail will be fully ex- 
plained and questions will be 
cheerfully answered to the satis- 
faction of the inquirer, with ref- 
erences as to reliability, by ad- 
dressing 


H. L. WOOD, 
42 BROADWAY, NEW YORK 
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being sold. It is very apparent that this 
industry has been thoroughly liquidated 
and that it is one of the few that are now 
on a solid basis. 

The attached graph tells the story of the 
improved statistical position of silk in this 
country. It will be noticed that consump- 
tion for May of this year is greatly in 
excess not only of that in December but 
of that in May 1920. Stocks in storage 
are about half those of a year ago. 

The improvement in the silk industry is 
in response of the great progress made 
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with regard to the liquidation of the com- 
modity. This has now proceeded for up- 
ward of a year. Prices have been cut so 
that they are now considered reasonable 
by the consumer. It is for that reason 
that sales have increased. Whether the 
improvement in this industry can be main- 
tained for much longer than the end of 
this year, depends, naturally, on the gen- 
eral economic situation. Still in a half 
year, conditions at large should be im- 
proved sufficiently so as to permit the in- 
dustry to go ahead on the present satis- 
factory basis. 





WHAT DO WE GET OUT OF 
FOREIGN TRADE? 


(Continued from page 231) 











fits of this corporation ran, secondarily, 
but with practically the same force, to 
all of the people of the country. It there- 
fore urged that the bankers’ interest in 
the problem was relatively no greater and 
no less than that of the farmer, the mer- 
chant or the manufacturer, this in spite of 
the fact that the duty naturally devolved 
on the bankers to suggest the method for 
such financing. 


The Reaction Against Foreign Trade 

The misfortunes of those interested in 
this foreign trade, and of the financial 
concerns which backed them during the 
last eight months, have caused a temporary 
reaction against foreign trade and a dis- 
position on the part of many of those of 
our bankers who have been injured to 
question our ability to set up adequate ma- 
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UNITED STATES SHIPPING BOARD 
Washington, D. C. 


Invites Proposals for the Purchase of 


Manufacturing Plant, Richmond, Virginia 


SUITABLE FOR 
BOILER WORKS MACHINE WORKS ENGINE WORKS 
STEEL FABRICATING PLANT FOUNDRY 
CAR WORKS OR OTHER METAL TRADE 


Sealed bids will be received until 11 o’clock A. M., July 27, 1921, by 
the United States Shipping Board at the office of the Director of Division 
of Supply and Sales, 19th and B Streets, N. W., Washington, D. C., for 
the purchase of the Real Estate, Buildings and Plant Equipment of the 
Manufacturing Plant at Richmond, Va., known as the Richmond Boiler 
Works. The property extends from the right of way of the Seaboard 
Air Line R. R. to the Southern R. R. 


Buildings and crane equipment were designed for a capacity to manufac- 
ture 200 Scotch marine boilers per year and are adaptable for any industrial 
purposes. This plant is without doubt one of the most up-to-date of its kind 
in the United States, is so lecated with respect to rail and water transporta- 
tion and of such design, character and adaptability that its retention for Gov- 
ernment purposes was at one time seriously considered. 


Bids must be submitted in duplicate on standard proposal forms. 
Proposal forms provide for the submission of bids for: 


Real Estate, Buildings, and Equipment comprising 


DE cement eee hihe tie MMasedcee 04 bon seddueneus cusesseues 52.8 acres 

Main Building, stocl and brick .........cccccccccccccccsscccces 600x160 feet 
Power House, steel and corrugated iron... ............-.0s00+: 180x40 feet 
Lecomotive House, steel and corrugated iron..................- 50x30 feet 
Two-story Administration Building ......................0e0055 130x50 feet 
Ma Cid ei herds node chbbkeuad du cdGedebececbEcs'se 150x60 feet 
DN (Lidl. dln boa kuaeunecsdhaasaeeapepenenenahonnes 68x34 feet 


Power plant and all power machinery, with distributing lines. 
Interior Traveling Cranes. Sanitary Equipment. 


TERMS:—First payment of 30% of amount of bid, upon delivery to purchaser of 
signed copy of contract. Ten semi-annual payments of 7% each beginning six months 
after first payment is due. Interest at the rate of 6% per annum, payable semi-an- 
nually, will be charged on deferred payments. Purchaser will have the option of paying 
in full on delivery of signed copy of contract, or of completing payments on any inter- 
est date and taking title to the property. 

Title to the property will remain in the United States Shipping Board until final pay- 
ment is made. 

Bids must be accompanied by a certified check payable to the United States Ship- 
ping Board for 5% of the amount bid. 

Additional information and proposal forms may be obtained from Director, Division 
of Supply rt Sales, United States Shipping Board, 19th and,B streets N. W., Wash- 
ington, D. C. 


The Board reserves the right to reject any or all bids. 
Sealed bids should be addressed to the United States Shipping Board, Washington, 


I). C., and marked “Sealed Bids for the Proposal for the Purchase of Manufacturing 
Mant, Richmond, Va., and Do Not Open Until Time—July 27.” 
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ton (shown in picture) A. from 
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FOR MEN AND WOMEN 
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ou wish to lose. The Lawton Method 
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appearance and general health. 


The re 
= promptly, reducing only where 

ssolves and Eliminates superfluous 
directions, do not require exercises, 
only rids you of fat but improves 


and elsewhere have easily gotten 
rid of unhealthy, disfiguring fatty 
tissue, without discomfort. Any 
stout man or woman can obtain 
these results whether 1 or 100 
unds overweight. look better and 
eel better. 

The complete cost $5.00 Send 
for your reducer today. 


120 West 70th New York 
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St. Louis Southwestern 
First Consolidated Mtge. 4s 


These bonds have 
been on the market 
for nineteen years. 
They are due in 1932. 


Quoted on the New 
York Stock Exchange 
at about 63. At this 
‘price they yield well 
-over 914%. They have 
sold at 84%. 


Territory served is 
growing steadily in 
wealth and popula- 
tion. For 1920 gross 
revenues of the road 
were over 21% times 
gross revenues for 
1911. 


Write for further particulars. 


Hemphill, Noyes ( Co. 
Members New York Stock Exchange 
37 Wall Street, New York 
Philadelphia 
Syracuse 


Baltimore 
Scranton 


Boston 
Albany 











Plain Facts 
on the Rails 


The Rails being a vital 
part of our national fabric, 
they cannot be allowed to 
operate indefinitely with- 
out profit. The turning 
point appears at hand. 
When the Rails are al- 
lowed to earn profits the 
prices of their securities 
will go higher. Keep 
posted on these condi- 
tions through our 


Monthly Railroad 
Bulletin 


which is sent free on re- 
quest. 














We are fully equipped to 
execute your orders in Odd 
Lots or Full Lots of listed 
or recognized securities. 
We will carry your ac- 
count on our Partial Pay- 
ment Plan or on Conserva- 
tive Margin. 


‘ Write for particulars 


James M. Leopold & Co. 


Members New York Stock Exchange 











J Wall Street New York 
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chinery to carry the financing of our 
foreign trade with any great degree of 
safety. 

Here are some of the questions that 
have been raised: 

Is this corporation being set up for the 
benefit of producers and merchants gen- 
erally or is it merely to assist New York 
bankers in their present troubles by re- 
lieving them of some of the difficult prob- 
lems that grew out of their losses of the 
last eight months? 

I think it can be answered categori- 
cally that the new corporation will be 

conducted for the benefit of producers 
and merchants generally. It will not be 
used for the purpose of liquidating the 
frozen credits now existent, nor will it 
be conducted in the interest of any par- 
ticular group. 

Will the small producer and exporter 
be able to use the new machinery bene- 
ficially, or will it benefit directly only the 
larger producers? 

Here again the announcements by those 
who are organizing the Foreign Trade 
Financing Corporation are most reassur- 
ing. The facilities of the new corporation 
will be available to large and small alike, 
and wherever situated, or in whatever 
line of business engaged. The corpora- 
tion’s activities will be as thoroughly na- 
tional on the one hand as international on 
the other. 

Have we men of experience to run the 
new corporation, and who are they? 

I am confident that there are bankers in 
the country whose experience in the past 
few years with world-wide operations 
qualifies them to undertake the task of 
directing the new enterprise. Many of 
our most experienced bankers are the or- 
ganizers of the new corporation and its 
executive officers will attract men of the 
necessary character and ability. 

Here, however, is one more specific 
question that is often asked: On what 
basis will the new credits be established, 
or in other words, just how will the ex- 
porter obtain his credit under this cor- 
poration? 

No definite rules or regulations can or 
should be promised until the corporation 
is functioning and until the Federal Re- 
serve Board itself shall have determined 
just what rules should be established, but 
it is probable that the plan might follow, 
in a general way, the methods adopted 
by the War Finance Corporation, as shown 
in its Circular No. 1. These outlines, of 
necessity, will be expanded and amplified; 
otherwise, the corporation would not func- 
tion to its fullest efficiency. Both honest 
criticism and captious criticism have run 
their full course, and practically every 
possibility has been discussed, pro and 
con, by bankers and by business men 
throughout the country. 

At recent meetings of the committee 
and friends of the project, it has been 
determined that, under all conditions, it 
may be wiser to .set up this corporation 
with a lesser capital than was originally 
contemplated, not because it is believed 
that the total amount could not be used 
advantageously, but because the more con- 
servative elements question somewhat the 
financial stability of the nationals of many 
of the countries with whom it is proposed 
to set up credits, and have suggested that 
—in view of the limited experience of our 
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personnel and in view of the disturbances, 
financial and otherwise, especially in Eu- 
rope—it might be well to move more slow- 
ly than was originally contemplated. 

Personally, I feel that by the time the 
plan can be functioning the need for the 
full amount, and even more, will be ap- 
parent. 

The criticisms and objections now being 
heard, are not unlike those we listened 
to in times past against the Federal Re- 
serve Act. I can remember distinctly 
that many leading bankers were sure both 
that the Federal Reserve Act was entirely 
inadequate and could only result in a great 
injury to the banking system of the United 
States, and that the machinery was wrong- 
ly conceived and impossible of beneficial 
operation. But knowledge comes with ex- 
perience, and it is to be doubted that any 
one here would seriously question at this 
time the tremendous benefit that the Fed- 
eral Reserve System has been to the coun- 
try, even though they may at one time 
have thought it a most unfortunate crea- 
tion. 


What Other Nations Are Doing 

And while we consider, what are the 
other nations doing? 

The commercial businesses and financial 
houses of Great Britain today are estab- 
lishing, and continue to establish, long 
time credits with the people of the vari- 
ous countries of the world, and this with 
their gold ratio but a small part of our 
ratio. Through these credits they are 
locking the ports of the world against us. 

The British system for handling these 
problems, built up through years and 
based on experience, is very much more 
elastic than ours, but whether that is due 
to a rigidity of our laws, or the rigidity 
of our minds, because of lack of experi- 
ence, yet remains to be determined. 

Again, Great Britain, through its Orders 
in Council, for which no parliamentary 
legislation is required, has a more elastic 
legal machinery for the protection and 
assistance of her commercial houses en- 
gaged in foreign trade than has America. 

She can, and does, control imports and 
exports without long tariff battles; she 
can, and does, set up credit plans for 
the assistance of her exporters and im- 
porters. 

We have no such method, and this gives 
this particular competitor the advantage 
in quick moves to protect and assist her 
people. 

In the end, it may be as well that we 
have no such authority, as abuses of this 
power can be easily made. 

It is becoming very plain, however, 
that if we are to continue our production 
and are to devel®p our industrial and com- 
mercial work, and are not to lose the com- 
mercial and credit position which has 
come to us, naturally, we must be pre- 
pared to meet the needs and requirements 
of our customers. If we do not meet 
those needs, we will certainly not get this 
business, and the proposal made by Mr. 
McHugh’s Committee is the first broad 
plan submitted, and, in fact, no other 
plan even approximately as effective, has 
been suggested. 

An added reason for the need of this 
corporation lies in the fact that we are 
now doing more and more business with 
Europe’s customers, rather than with Eu- 
rope itself. 





























In 1914 our exports to Europe were 
62.86 per cent of the total, whereas in 
1920 this percentage had dropped to 54.28 
per cent. 

On the other hand, our exports to Asia, 
Oceania and Africa largely increased dur- 
ing the same period. In 1914, 4.80 per cent 
of our total exports went to Asia, which, 
in 1920, had increased to 9.38 per cent; 
exports to South America increased from 
5.27 per cent of the total in 1914, to 7.59 
per cent in 1920; to Africa from 1.18 per 
cent to 2.02 per cent; and to North Ameri- 
can ports from 22.36 per cent to 23.44 per 
cent. This clearly indicates how the de- 
crease in our exports to European coun- 
tries has been paralleled with a steady 
increase in our exports to other parts of 
the world, which have formerly been Eu- 
rope’s customers. 

All of which proves the need of greater 
financial machinery in the handling of such 
vast exports, and this is particularly true 
when the balances have been running so 
long against the countries with whom we 
desire to trade, for it should be remem- 
bered that in dollars and cents the exports 
from the United States in 1914 were val- 
ued at approximately two billion dollars, 
while in 1920 they were approximately 
eight billion. 


What Doubt Is There? 


Can there be any question about the 
need of the setting up of some financial 
machinery that will place us more nearly 
on an equal footing with our competitors 
in the world trade? Can there be any 
question that the proposal for the crea- 
tion of a Foreign Trade Financing Cor- 
poration represents the best thought of 
careful business and financial men? 

Can there be any question but that the 
objections and criticisms raised can and 
must be met? 

Is it not, therefore, an opportunity for 
bankers and business men in this coun- 
try to get behind and carry to a success- 
ful consummation the only plan we have to 
create a Foreign Trade Corporation with 
a capital stock of sufficient size—a capital 
which, with its debenture issuing power 
will give some respectable assistance in 
financing our commercial problems abroad? 

This corporation ‘will function and op- 
erate under the control of the Federal Re- 
serve Board, which has proven itself thor- 
oughly efficient, broadminded and cour- 
ageous. It will be officered by men of 
standing, character and ability. It will 
conserve its capital stock and its opera- 
tions through proper and careful invest- 
ment. It will, in advancing credits, obtain 
accurate security for any advancement 
made. It will make loans only to pay 
American exporters for products of this 
country. It will finance the export of 
American goods to foreign buyers only 
where purchasers are able to give security 
for the payment of debts. 

Unless we are in a position to do this, 
how can we hope or expect to maintain, 
even in a slight degree, our position in the 
foreign markets of the world? 


for JUNE 25, 1921 . 








The Art of Earning Dividends 
Is Inseparable 
from the Art of Management 


HE Curve of Profits invariably runs parallel to the 

curve of Efficiency—the balance sheets in the office 
accurately reflect the way problems in production, costs and 
human relations are handled out in the works. 


Hence, every investor in Industrial holdings—whether 
Banker, Financier, Stockholder or director—is vitally inter- 
ested in the service of INDUSTRIAL MANAGEMENT, 


The Engineering Magazine. 


Month after month, this Pioneer Journal of Manage- 
ment Science—as for thirty years past—brings to its 
reader the newest and most effective ideas, plans and 
methods for cutting costs, speeding production, re- 
ducing waste, promoting good will and eliminating 
hazard; together with interpretations of the latest 
developments in economic and business thought and 
the news of the current trends in the applications of 
Management principles. All of its material being 
gathered out of the experience of practical men who 
do the thinking, the planning, the organizing, and 
the producing in the country’s biggest, busiest and 
most successful industrial plants. 


HEN the man who furnishes the capital keeps familiar 
with these things, he knows what points to look for 

in the management of the properties in which he has invested 
his money. He is, therefore, an important link in the essen- 
tial service of INDUSTRIAL MANAGEMENT in making 


Industry more productive—and more profitable. 


The coupon below—filled in and dropped into today’s mail 
—will put us to working for you AT ONCE. 
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THE ENGINEERING MAGAZINE CoO., 
120 West 32nd Street, New York. 


Send me INDUSTRIAL MANAGEMENT every month for a year. I shall 
remit the subscription price on receipt of your bill. 








































Pick Your July 
Investments 
Today 


WE suggest early reser- 
vations of July invest- 
ments. You have a better 
choice of bonds and ma- 
turities than you will 
have later. 

















We invite you to call and 
inspect our new building 
and discuss July invest- 
ments with our officers. 


Or, if you prefer, write 
today for 


BOOKLET 573-D 


S.W. STRAUS & CO 


INCORPORATED + 


ESTABLISHED 1882 


Straus Building, Chicago 
Straus Building, New York 
Offices in Fifteen Principal Cities 
39 years without loss 
to any investor 








Your Funds 
—Our Funds 


We believe in Farm Mort- 
gages because we have dealt 
exclusively in them for 36 
years. Our enthusiasm for 
them is growing all the time. 
All our funds are invested in 
them—and we know what we 
are doing. 


Forman Farm Mortgage In- 
vestments never vary in yield 
or in safety. There is fixed 
and regular interest at every 
period. No dividends to be 
passed or reduced. Always 
the steady, reliable 7%. 


You can buy these Investments 
by partial payments if you wish. 
Start any time, with as much or 
as little as you like. Ask for 
our booklet M.2, which tells you 
how. It will show you how 
fortunes are built. 4 


36 Yeors Without Loss JoA Customer 


eorge M. Forman 
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CURRENT FINANCING SLACKENS 
(Continued from page 238) 











issue; and after taxes $3,894,630, or more 
than 3% times. The present market value 
of the preferred and common stocks of 
the United Drug Company outstanding 
indicates an equity of approximately $45,- 
000,000 for these bonds. The proceeds of 
this issue have enabled the company to 
provide for the payment of maturing note 
issues and to take care of outstanding 
bank loans. The company’s financial po- 
sition has thus been greatly strengthened 
by this financing. 


Interstate Iron and Steel Company First 
Mortgage 8s 


This company issued $4,000,000 of First 
Mortgage Twenty-Year 8% Bonds, the 
offering price to the public being 99%, to 
yield more than 8%. The bonds are se- 
cured by a direct first mortgage on all 
fixed property of the company. The mort- 
gaged property in the December 31st, 1920, 
balance sheet was carried on the books at 
$8,968,305, after deducting $1,278,408 for 
depreciation and write-off. Averaged an- 
nual net profits of the company after taxes 
for the four years ended December 3lst, 
1920, were $953,418. Net profits after 
taxes for the year ended December 3lst, 
1920, were $1,002,770. The maximum an- 
nual interest charges on the above bonds 
is $320,000. They are well protected there- 
fore from the standpoint of earnings, as 
well as from the standpoint of property. 
The bonds have a sinking fund attached 
to them, whereby the company is to re- 
tire at 10734 at least $152,000 annually on 
and after May 1, 1924. In this way over 
60% of the bonds will be retired before 
maturity. As of December 3lst, 1920, the 
Interstate Iron and Steel Company had 
tangible assets, after deducting current 
liabilities and reserves, of $12,240,000, of 
which $3,275,000 were net current assets. 
It will be seen therefore that the bonds 
are amply protected. 








Companies Whose Securities Are 
Analyzed in This Issue. 


RAILROADS 
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Cities Service 
Company 


7% Convertible Debentures 


Afford an exceptional 
opportunity for in- 
vestment in a high 
yielding security 
having a long period 
to maturity. 

We shall be glad to fur- 
nish full particulars re- 
garding these Deben- 
tures, which peculiarly 
meet the requirements 
of investors at this time. 


Ask for Circular D-18 


Henry L. Doherty 
& Company 
Bond Department 
60 Wall St. New York 
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Consolidated 
Gas 


History 

Earnings 

Dividends 

Controls practically the 
entire gas and electric 
lighting business of 
Manhattan Borough, to- 
gether with several other 
subsidiaries in New 
York State: This issue 
carefully analyzed and 
other leading securities 
featured in our current 

Weekly 


Financial Letter 


Gratis on request for 
M.W 536 
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TIMELY ADVICE 


The following analysis of the market was issued on Thursday 
morning, June 16 (last week), as part of our Investment and Busi- 
ness Service. Stocks in the best position to advance or decline are 


printed in italics. 


GENERAL MARKET 

We suggested in last week’s communication that 
a sharp up-turn was likely at any time. This came on 
Monday, but the action of the market on the rally 
indicates that the decline has not been completed. The 
average price of 50 stocks on Monday made a low of 
61.95, which was a shade under the December low. 
On Wednesday there was a further weakening. The 
rally up to Tuesday's close was about three points, 
following a decline of eleven points. 

Stee_s—U. S. Steel displaying weakness. Investors 
growing more skeptical; should decline further. Beth. 
B supported around 50, but indicates nothing but tem- 
porary rallies. Crucible and Republic evidently headed 
for lower levels; only buyers appear to be shorts. 

O1_s—Affected by reports on Mexican situation; 
specially depressing to Mex. Pet., Pan Am. and Atl. 
Gulf. No preparation for important recovery in these 
as yet. Greatest strength in Cosden and Pac. Oil. 
Weakness in Royal Dutch. Stand. Oil N. J. a bar- 
gain at 130 or under. Un. Oil quietly absorbed on 
weakness. 

EquipMENTs—Car Fdy. beginning to weaken. 
Baldwin in very weak position; looks like short sale if it 
rallies above 74. Am. Loco. and West’house sagging. 

Mortors—A little accumulation in Chandler around 
60 may lead to further rally, but would not buy it. 
Gen’! Motors a purchase at 10 and every point down. 
Studebaker in best position, but meeting some distribu- 
tion above 76. 

TirEs—Ajax and Goodrich still weak. Some Kelly 
bought around 35 being resold 38-9. U.S. Rubber 
shows same kind of selling around 59. This group 
inclined to weakness. 

MINING AND SMELTING—Group in a sold-out con- 
dition; small offerings being readily absorbed, particu- 
larly Am. Smelt. & Ref., Anaconda, Chino, Inspira- 
tion, Kennecott and Utah. Would buy only on weak 
days for long pull. 

Tosaccos—Renewed weakness in Sumatra, Am. 
Tob. Good buying Tob. Prod. and Ret. Stores. 

SuGaRs—One of the weakest groups, particularly 
Am. Sugar Ref. No signs of support in Am. Beet, 
Cuba Cane or Cuban Am. 

SHIPPING—Short covering producing a little sup- 
port in Am. Int'l and Un. Fruit, but position weak. 
Marine pfd. likely to break badly if it gets active 
under 50. 








Foops—Cal. Pack. absorbed on all weakness. Corn 
Prod. might rally a few points above 65, but should 
then be sold. 

CHEMICALS—Allied Chem. fairly supported around 
40, but would not buy it. Alcohol still weak, rallies 
poorly. Va. Chem. depressed around its low. 

LEATHERS—Hide & Leather pfd. doubtful. Sup- 
port in Cen. Leather 36-7 and Endicott-Johnson 61-3, 
but see nothing in this group at present. 

MACHINERY AND Mrc.—Allis-Chalmers supported 
32-3. Harvester would decline rapidly if support at 
85 is withdrawn. A little buying of Enameling around 
50. Worthington in a very weak position at 44. 

LEADING Raits—Action forecasts additional liqui- 
dation in a number of issues. For present would avoid 
purchasing and either close out or place close stops, 
with intent to replace later on. 

Pusiic Utitrries—Constant absorption of Am. 
Tel. & Tel., also Con. Gas around 85; People Gas 
doubtful. 

Misc. INDUsTRIALS—Accum. Am. Can continues. 
Strong accum. Am. Woolen 75 and under. Famous- 
Players still heavy; rallies poorly. Int'l Paper, U. S. 
Realty and Pitts. Coal weak. Better support in S-Roe. 


CONCLUSION 


From the above it will be seen that most groups are 
still in a weak position and that a further decline, 
in the average, is likely. Many shorts having covered, 
the support is weakened. Liquidation is likely to be 
continued in the same and other groups as, with few 
exceptions, all groups are being affected by the pros- 
tration of business in most lines and cutting of divi- 
dends, which is producing a lower range of prices 
all around. There are still a number of vulnerable 
spots in the market. 
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A STRONG COMPANY 
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company’s supply of sugar on hand, as of 
December 31, 1920, is consumed, it should 
benefit materially through its close work- 
ing agreement with the Dulce Nombre 
Co. Then again the opening of the new 
factory and new stores will materially 
increase the company’s sales for at least 
the last quarter of this year, and this 
with the reduced cost of manufacturing 
because of lower prices for raw materials, 
and a lower unit cost because of increased 
outlets for the manufactured products, 
should insure a balance for the common 
stock at least as large as last year. 


The Dividend 


On January 14, of this year, the com- 
pany paid its first dividend, which was at 
the annual rate of $1. The company will 
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probably have no difficulty in maintaining 
this dividend rate. There are 650,000 
shares of capital stock of no par value 
outstanding, so that the dividend calls for 
an annual outlay of $650,000. 

Looking beyond the current year the 
outlook for the company seems exceed- 
ingly bright. Expansion possibilities are 
practically unlimited. At present Loft 
operates within a comparatively narrow 
field, but there is no reason why the com- 
pany’s popular products could not be car- 
ried far and wide. The popularity of the 
company’s candies is attested to by the 
large local market they enjoy. Loft’s 
candy probably reaches a larger number 
of people than any brand on the market. 
Surplus earnings over dividend require- 
ments will no doubt be utilized for ex- 
panding in the large fields which exist 
for inexpensive candies such as the com- 
pany manufactures. 

The management of the company has 
already proven its ability to steer the com- 
pany along the right track, and with a 
continuance of sound and _ economical 
policies should be able to build up a 
strong organization. 


Financial Position and Conclusion 

On December 31, 1920, the company 
was in a sound financial condition. Cur- 
rent assets amounted to over $1,466,000, 
against current liabilities of $924,000, leav- 
ing a working capital of $542,000. Bank 
loans amounted to only $300,000, against 
which there was cash of $239,400, and ac- 
counts and notes receivable of $19,908. 
Capital stock of the company had a book 
value of $8.35 a share as of December 31, 
1920, exclusive of good will. Good will 
was carried on the books of the company 
at $2,394,952, or $3.68 a share. 

The capital stock of this company at 
about 1034 seems to be one of the best 
speculations of the low-priced industrials. 
At current prices the shares yield 9.3%. 
The candy industry itself is a sound and 
well established one, and Loft, Inc., is one 
of the strongest and best managed com- 
panies in the industry. The company has 
substantial possibilities and, barring un- 
foreseen developments, should continue to 
grow rapidly. For the long pull, the 
writer believes the stock to be a highly 
attractive purchase.—vol. 26, p. 242. 
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oil is thus so persistently demonstrated 
and unanimously confirmed that contrary 
claims seem to have no peg on which to 
hang. Nevertheless, a few men of com- 
manding place in petroleum, ably encour- 
aged by scientific investigators and al- 
leged experts of production, distribution 
and trade, continue to claim a dangerous 
shortage. It is reasonable to believe that 
the men and interests personally engaged 
in producing, transporting and refining 
this petroleum that is the cause of so 
much speculation and friction, are in bet- 
ter position to know what they are talk- 
ing about than the persons who are merely 
theorizing and reach detached and long 
distance conclusions. The public, it seems 
to me, is entitled to a show-down. 

The discussion is down to -facts within 
the last few days, the reduction a week 
ago by three buying companies in Texas 
and Oklahoma of quotations for crude 
oil from $1.50 to $1.25 precipitating a 
statement by Henry L. Doherty, head of 
the Cities Service Company and its oil 
and gas producing subsidiary, Empire Gas 
& Oil Company in Kansas, Oklahoma and 
Texas. Mr. Doherty asserts that the tem- 
porary slight surplus of crude oil is the 
result of under-consumption and Mexican 
imports; consumption of refined oils, he 
says, is increasing in greater ratio than 
production of crude oil, and will quickly 
exceed production and result in an oil 
famine. Mr. Doherty goes so far as to 
state that in a short time crude oil will 
be. so scarce that it will bring higher 
prices than prevailed during the war, and 
exceed all expectations, while gasoline 
will shortly be so scarce that it will be 
selling in the United States for as much 
as it now is in Europe. It is his belief 
that united effort will be unable to dis- 
cover and develop sufficient crude oil to 
meet the world’s needs. 

Walter C. Teagle. president of the 
Standard Oil Company (N. J.), in de- 
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clining President Harding’s request to be- 
come chairman of the U. S. Shipping 
Board, made it the occasion to express 
anxiety concerning the ability of the 
United States to maintain its own petro- 
leum production and to secure opportunity 
to develop oil production in other coun- 
tries. Incidentally, Mr. Teagle said Mr. 
Bedford, chairman of the Standard Board, 
agreed with him; therefore he felt com- 
pelled to join forces with those who are 
trying to prevent a crude oil famine. 

David White, chief geologist of the 
U. S. Geological: Survey, and a learned 
man, in the official journal of American 
engineers, goes on record as believing that 
the petroleum industry, as we know it 
now, will have practically ceased within 
thirteen years, but may be a negligible 
factor for perhaps twenty-six years, when 
it will have passed from the memory of 
man. George Otis Smith, chief of the 
Survey, and of the reclamation service, 
addressing the members of the American 
Petroleum Institute last November, as- 
serted that coal will last 970 years, but 
petroleum will be exhausted in thirteen 
years and five months. Mark L. Requa 
and the American Petroleum Institute are 
on record, with many figures showing per- 
centages of fluctuations, increase of con- 
sumption and decrease of production to 
emphasize their belief that petroleum will 
soon be beyond the reach of ordinary 
mortals, 


It Is Dangerous Sophistry 


There has never been a time during the 
last forty years when some technical per- 
sons and a few regular oil operators were 
not expressing alarm because of an im- 
mediately impending oil famine. The 
Standard Oil Company has frequently 
viewed with anxiety the near exhaustion 
of petroleum supplies and urged oil men 
to speed up; and in a few months the 
company was earnestly pleading with oil 
producers to stop drilling before there 
was a disastrous flood of oil. Since the 
establishment of government bureaus deal- 
ing with petroleum, the scientists and 
technologists directing them have quite 
uniformly issued warning bulletins and 
urged conservation of petroleum. All 
through the war and until January of this 
year all these forces continued to ‘urge 
more drilling and exploration to avoid 
an oil famine and the rationing of gaso- 
line. The momentum of development thus 
encouraged and almost ordered by officials 
during the war is still carrying produc- 
tion forward beyond any consumption de- 
mand, and the result is now seen in more 
crude oil than can be conveniently moved 
or stored, and in rapidly declining prices 
for it. The petroleum industry is tem- 
porarily demoralized, more through the 
disappointments and bickerings of oil 
operators than because of any fundamental 
weakness, and it will take many months 
to recover. 

Level-headed oil men know that these 
fepeated warnings of oil famines have no 
foundation in fact, and that petroleum 
will continue to light, heat, lubricate and 
transport humanity long after the present 
generation has passed, and become anx- 
ious only because of the opportunities for 
manipulation screeds encourage and as- 
sist. When one division of a corporation 
urges more development because of a 
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shortage, and another division of the same 
corporation cuts pipe line runs and the 
price of crude oil in two because of too 
much oil, that particular industry has 
cause for anxiety, even if we admit that 
those engaged in that industry should 
know their own business better than to 
be thus led astray. 


Promotions Are Encouraged 

By far the greatest harm that results 
from these ill-advised warnings of a fast 
approaching oil famine is the encourage- 
ment they offer promoters of stock selling 
schemes. The public has been led to in- 
vest hundreds of millions of dollars in 
the shares of oil companies that never had 
a chance to succeed. Of all the circulars, 
prospectuses and personal solicitations 
used to induce credulous persons to buy 
oil stock, 99% use the warnings about 
oil famines, as a patriotic duty the public 
owes its government and its people to 
provide the funds to explore and exploit 
the earth for greater production of pe- 
troleum. The names of the men men- 
tioned in this article are boldly used by 
promoters and fakers as authority for the 
statements that petroleum is far below 
normal demands. I am making no idle 
statement, but am in position to furnish 
documentary proof of its truthfulness. 
Thousands of letters from persons who 
have invested in spurious oil stocks have 
come to my desk in the last twenty years 
soliciting information about companies, 
and help to recover some of the money, 
many of them containing the literature 
that induced them to invest. Continually 
I have seen the names of these great men 
of petroleum and science printed as au- 
thority for the statements made. The 
pathos of the catastrophe is the undeni- 
able truth that these men of position did, 
and are continuing to, assert the scarcity 
of crude oil and advise and urge the trade 
and the public to more strenuous effort 
and greater expenditure of money. The 
plain, everyday embarrassment of the ca- 
tastrophe is the continuous demonstration 
that both the men of position and the pro- 
moters were wrong. In the language or 
common humanity, it’s something fierce. 
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company’s business, these payments were 
discontinued in March of this year. It 
seems exceedingly unlikely that these divi- 
dends will be resumed within a long period. 


A Favorable Point 


uation is that the company is in a good 

One of the favorable aspects of the sit- 
financial position. It has been managed 
conservatively and a good share of the 
war-earnings have been retained. As of 
the end of 1920, together with its sub- 
sidiaries, the company had in its posses- 
sion about $3,500,000 cash. Offsetting this, 
however, is an item of $12,334,000 for 
inventories and advances to subsidiaries 
for materials. Owing to the drop in 
prices, which is still continuing, it is pos- 
sible that this item may shrink consider- 
ably by the end of the fear so that the 
1921 balance sheet may not make so favor- 
able a showing as that of last year. 

From an earnings viewpoint, American 
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Linseed does not shape up satisfactorily. 
The outlook for this company is uncertain, 
and considering that its products are going 
through a drastic period of re-adjustment, 
it is problematical that this company can 
make a good showing for several years to 
come, 

The preferred stock, 7% non-cumulative, 
on its record cannot be entitled to more 
than a second-grade rating. The stock 
at this writing is selling at about 68 
which is low for a 7% preferred stock. 
This price may indicate a doubt on the 
part of holders as to the security of the 
dividend. 

The common stock which is now on a 
non-dividend paying basis, does not look 
attractive even at the present low price 
of 28, except as a speculation—vol 25, 
p. 801. 
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products. Only the latter would prove an 
efficient obstruction to the threatening 
flood of German dye importations, as no 
matter how high our tariff rates, within 
human reason, Germany could still afford 
to send stuff here and undersell our manu- 
facturers by a wide enough margin to 
make competition even under these terms 
virtually impossible. 

The entire. future not only -of Allied 
Chemical’s dye manufacturing activities, 
but of the entire dye industry in this coun- 
try, depends on the measures which Con- 
gress adopts with regard to tariff rates in 
the forthcoming sessions. In the mean- 
time, there is a temporary embargo in 
effect which tends to make the present 
burden of German competition less oner- 
ous, although German dye products are 
gradually seeping in. 

The Chemical Foundation 

Up to the time of our entrance into the 
war, German interests were still a potent 
influence in our domestic chemical indus- 
try, owning about 4,000 patents which were 
taken out in America, besides stock owner- 
ship in many important enterprises. In 
order to separate these interests from 
their holdings, the Government decided to 
appoint a special official—the Alien Prop- 
erty Custodian—whose special business it 
was to take over German holdings and to 
liquidate them upon reasonable terms. 
Among the properties taken over by the 
Alien Property Custodian were the 4,000 
patents mentioned in the above. After a 
period of administration, it was decided 
that these patents, which covered many 
chemical and metallurgical processes, some 
of them of great importance, could be bet- 
ter administered by a private agency in 
the form of a trust. It was thus that the 
Chemical Foundation was started. The 
Chemical Foundation, in reality, is a sort 
of trustee owning the rights to the former 
German patents, and administering them 
equitably in the interest of reputable 
American firms upon payment of a certain 
royalty. The capitalization is 4,000 shares 
of preferred stock and 1,000 shares of 
common. Allied Chemical owns 40 shares 
of this preferred stock and 10 shares of 
common, making it the holder of the 
largest single block of stock in the founda- 
‘tion. The Chemical Foundation is ac- 
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tually an impartial agency and acts as a 
sort of guiding angel to the chemical in- 
dustry. It should prove a beneficent in- 
fluence in this industry as time goes on. 
How Allied Chemical Operates 

Allied Chemical not only profits from 
the benefits extended to it in common with 
other American manufacturers by the 
Chemical Foundation, but it is able to 
draw on the wealth of technical skill and 
resources of its various constituent com- 
pany members. It possesses one of the 
most highly skilled technical staffs to be 
found anywhere. 

Each one of the component companies 
of the corporation is the largest producer 
in the country of a certain group of raw 
and finished chemical products and these 
products are used by all the other com- 
panies. Thus the General Chemical Com- 
pany manufactures heavy chemicals. Its 
nitric acid, for example, is used in dye- 
making, which is the particular province 
of the National Aniline & Dye Company. 
The Semet-Solvay produces primary coal- 
tar products, ammonia and alkali, and 
these are used by the other companies, 
particularly Solvay Process. In turn these 
products are passed along to the Barrett 
Company, and after refining by that com- 
pany are drawn upon by National Aniline 
for conversion into dyes and intermediates. 

The system resembles that of a chain 
with five links. They are all mutually 
interdependent. With all five companies 
working toward a common purpose, it is 
obvious that its operations must be effi- 
cient and economical. 

Capitalization 

The capitalization of the company is as 
follows: $9,493,074 bonds, exclusive of 
subsidiary company bonds; $39,374,300 of 
7% cumulative preferred stock (par value 
$100), and 2,119,677 shares of no par 
value common stock. The company is not 
over-capitalized and its common stock 
shows a net asset value of $54 a share 
against a current market price of about 
$39 a share. The preferred stock is en- 
titled to a very high rating and at the 
present price of about 88 returns a yield 
of about 8%, which is very good for so 
high-grade an issue. 

The common stock, of course, belongs 


in the speculative category, but has suffi- 
cient investment merits to entitle it to a 
higher rating than most purely speculative 
issues. The stock is on a $4 annual basis, 
and at the present price offers a yield of 
over 10%. Like with most common stocks 
in these times, the dividend cannot be con- 
sidered secure, especially if the Govern- 
ment permits Germany to flood our do- 
mestic and foreign markets with chemicals 
and dyes, particularly the latter. How- 
ever, with adequate protection for the in- 
dustry, the corporation, in normal times, 
should easily be able to earn the current 
rate of dividends. The stock has already 
declined from a high of 62 to the present 
price of about 39 and at the latter price 
from a long-range viewpoint it should be 
considered among the most attractive of 
the junior stocks on the New York Stock 
Exchange.—vol. 27, p. 38. 
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Traveling Expenses 
Personal Taxes 
Physician & Medicine .. 
Domestic Service 
Laundry 

Miscellaneous 


This is quite an increase from $350, but 
I do not consider it too large. After 
making the changes I have suggested, 
our budget would be— 
Percent 
of Salary 
16.6 
Rent & Fuel - 134 
Clothing 
Amusements 
House Furnishings 
Education and Charity.. 6. 
Incidentals 20. 


68. 


This leaves $1,600 for investment and 
insurance. I should be interested to 
learn whether many men with a $5,000 
income and a family to support are 
“getting by” on a smaller budget than 
the one I have given. If we use your 
figures for the first five items and mine 
for the last two, we have a total of 
$4,200. Perhaps we may have actual 
statistics from some of the $5,000 men. 





TRAILING THE WILDCATTERS 
(Continued from page 261) 








HUDSON OIL COMPANY 

A subscriber writes in to send a cir- 
cular issued by the Hudson Oil Co. an- 
nouncing a 15% gold note offered to 
stockholders, stating he is not a stock- 
holder in Hudson Oil, and suggesting that 
the offer looks “fishy.” That phase may be 
forgotten, as McIntyre & Co. announce 
the gold note offer has been withdrawn, 
contemporaneously announcing that the 
completion of “an enormous well” in the 
Pine Island district of Northwest Louisi- 
ana adds tremendously to the value of 
Hudson Oil Co. shares. Probably because 
of this well the brokers figure that the 
$1 par shares of Hudson Oil—now traded 
in on the Curb at around 50 cents, hav- 
ing been, three weeks ago, 25 cents—will 
soon be selling at $5.25, the high price in 
1919. Total shares, 500,000. This par- 
ticular Hudson Oil Co.—there being an- 
other concern of the same or similar name 
having a habitat at 109 Broad street— 
has been advertised several years, but 
seems never to have done much business, 
statements about its actual oil production 
having been rather hazy. Without ques- 
tioning the motives of those who are spon- 
soring the Hudson Oil Co., it can be stated 
with reasonable certitude that its shares 
are extremely speculative and by no form 
of reasoning an investment. A well just 
completed is referred to as “an enormous 
well” as to oil and the gas is stated as 
making “about 1,000,000 feet per hour’— 
a new way of reporting gas wells. “The 
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present value of the well is estimated to 
be worth about 70% a year on the Hud- 
son Company’s entire capital. It we esti- 
mate that an oil stock is worth par which 
earns 20% a year, we can therefore esti- 
mate that the present value of Hudson 
stock is in the neighborhood of $3.50 per 
share.”* In the present rather unsettled 
condition of the oil business that is cer- 
tainly quite a jump from cause to effect, 
and as a sporting proposition comes un- 
der the head of long shots. 





SENECA APPROACHING PRODUC- 
TIVE STAGE 


(Continued from page 253) 











seventh level will soon be driven. The 
lode has been opened upon all of these 
levels for varying distances, as follows: 
first level 460 ft., second level 678 ft., 
third level 1,812 ft., fourth level 1,703 ft., 
fifth level 858 ft., and the sixth level, or 
present bottom level about 91 ft. long. 
All of these drifts have shown the vein 
to be of the same general character and 
copper contents of the Kearsarge iode 
as shown on the neighboring Mohawk and 
Ahmeek properties. The corporation has 
sufficient funds in hand to continue the 
development program as outlined by the 
management. 

The Gratiot Mining Company’s property 
consists of 600 acres of mineral land, 
located in Keweenaw County, Michigan, 
adjoining the property of the Mohawk 
Mining Co. to the north and the property 
of the Seneca Copper Corporation to the 
east. This property covers the outcrop 
of the Kearsarge Amygdaloid lode for a 
distance of about 6,000 ft., and the lode is 
under about 175 acres of the property and 
at a maximum depth of about 2,700 ft. 
Extensive prospecting by means of drill- 
ing was performed before the shafts were 
started. This property is opened by two 
three-compartment shafts, sunk at an angle 
of 36° on the Kearsarge lode, with levels 
opened at 100 ft. intervals. Shaft No. 1, 
about 1,500 ft. from the Seneca boundary, 
is 1,900 ft. deep, and drifting has been 
done on the alternate odd-numbered levels, 
from the first tothe ninth inclusive. Shaft 
No. 2, located 1,475 ft. southwest of No. 1, 
and 1,800 ft. north of Mohawk No. 1, is 
1,520 ft. deep, and some drifting has been 
done on the second, third, fifth and seventh 
levels. The mine is served by a 2% mile 
spur of the Mineral Range Railway, built 
north from the Mohawk Mine. Judging 
from the Gratiot Mining Co.’s operating 
results during 1910 and 1911, during which 
the yield of refined copper was about 9.3 
pounds per ton of ore milled, it was ap- 
parent that the company could not work 
its comparatively small and shallow mine 
on the Kearsarge lode profitably at the 
average price of copper then obtaining. 
It seems obvious that the property could 
be operated advantageously only on a 
much larger scale. Since the Seneca Min- 
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The Richard D. Wyckoff Analytical Staff 


has this booklet in preparation. 
It contains the following: 


A—An explanation as to how the service operates. 

B—A concrete example of the value of Associate Mem- 
bership in this service illustrated by the handling 
of a typical investor's account. 

C—A Resume of investigations that have been made. 

D—A record of many of the accomplishments of the 
Staff since its origin August 2nd, 1920. 

E—A sample analysis of an industry as conducted by 
the Staff. 

F—Comments of Associate Members. 

G—Answers to questions on different points of the 
service. 

Ten months of successful operation of the Richard D. Wyckoff 
Analytical Staff has demonstrated the value of Associate Member- 
ship in this service. 

We would suggest that all who have a substantial amount of 
capital invested or intend investing or rearranging their present 
or future holdings send in the form below for a copy of this book- 
let which will soon be off the press. 
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Tue Ricnarp D. Wycxorr AnatyticaL Starr 
42 Broadway, New York City. 


Gentlemen: Please send me without charge a copy of the booklet showing the work of 
The Richard D. Wyckoff Analytical Staff. 


ing Corporation has acquired this prop- 
erty, it has opened the bottom or thirteenth 
level, a total distance of 1,100 ft., southerly 
to the Mohawk boundary, disclosing a 
most promising lode. Two raises, each 
200 ft. high were put up with the same 
good results. During the year 1920 there 
was mined from the drifts and raises June 25 
13,158 tons of drain rock, of which 4,605  eeweeeeeesenseseessescesessesssssesssessssessessesseum 
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DIGNITY 


Dignity does not permit many 
of the best brokerage houses to 
sell securities on the partial pay- 
ment plan. Many of these same 
brokers will take margin accounts 
which is a distinction without a 
real difference. We will accept 


partial payment orders and sug- 
gest good New England indus- 
trial stocks: 





























Dividends 
r Co 
erson Shoe Ist Pfd. 
1 4 
ell Bl 
Cc i 1 
etropolitan Filling Stations 
Inc., Pfd. 8% | | 
Naumkeag Steam Cotton 
20% 
Springfield Ice Pfd. 7% 
Sullivan Machinery $4.00 
Mark choice and we will send you full 


information, 


Earnest E. Smith, Inc. 


Specialists in New England Securities 


52 Devonshire Street 
ca 
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KANSAS & GULF 


COMPANY 





BOUGHT 
SOLD 
QUOTED 


Among the newer oil com- 
panies none has shown higher 
efficiency and productiveness. 
Its career is unparalled in the 
business. 


Information on Request, together 
with Quarterly Report, 1921. 








JOSEPH GILMAN 


Investment Securities 


34 Pine Street New York 
Phone 5681 John 











tons or 35% was classed as copper rock. 
A substantial sample of this copper rock, 
amounting to 446 tons, was stamped, yield- 
ing a little over 75 pounds of copper per 
ton. 


Future Production 


Provision for future production was 
made by securing a millsite on the west 
side of Keweenaw Point on the shore 
of Lake Superior, and arrangements were 
made for a right-of-way for a railroad 
to ‘this millsite. However, in the mean- 
time, the company took advantage of an 
opportunity to purchase an interest in 
the Lake Milling, Smelting and Refining 
Co. This company owns two mills, one 
on Torch Lake, known as the Little Tama- 
rack Mill, and containing four stamp heads, 
and another mill on Portage Lake, known 
as the Point Mill, and containing six com- 
plete stamp heads and two more in 
process of erection. The Lake Co. is 
operated on a co-operative basis and 
treats the rock from the Allouez, Cen- 
tennial, Isle Royale, Superior and Han- 
cock mines. The Seneca Mining Corpora- 
tion has arranged to take over the Han- 
cock’s interest in this Lake Co. This 
interest will represent the use of two 
stamp heads, which will give Seneca 
a stamping capacity of from 1,000 to 1,200 
tons per day, and it may, as it desires 
from time to time, build other heads, 
getting a proportionate increase of capacity. 
The copper rock from Seneca may be 
transported from its shaft to the mills of 
the Lake Co. by existing railways. 

By making this arrangement, Seneca 
is absolved from the necessity of build- 
ing, equipping and operating a railroad 
of its own, and of constructing a mill 
with all of the necessary appurtenances 
on a new and unoccupied site. In addi- 
tion, it will have the benefit of the high- 
est technical mill talent which is at the 
command of the Calumet & Hecla Mining 
Co. 

The company’s ore reserve has been 
estimated at 360,000 tons of shipping rock, 
developed and ready for mining operation. 
It is expected-that this reserve will be 
materially increased by development work 
now under consideration. 

In order that the plans of development 
and production now contemplated by the 
management may be carried out, and that 
the company shall be in a position to take 
advantage of such plans, to the ultimate 
end that it may be placed on an adequate 
earning basis, the company’s directors 
have recommended the authorization of an 
additional 100,000 shares of common stock 
of no par value. The directors believe 
that these shares may be issued to the 
advantage of the company as conditions 
and requirements warrant. 

Early in 1920, test mill runs were made 
in the Baltic mill, on copper rock ob- 
tained from lateral drifts advanced in 
the course of the underground develop- 
ment of the mine. The concentrate so ob- 
tained was shipped to the smelter and 
refined. These commercial tests were en- 
couraging, as evidenced by the following 
results: first test of 725 tons of rock in- 
dicated a yield of 2295 pounds re- 
fined copper per ton; second test of 726 
tons yielded 35.72 pounds refined copper 
per ton, and the third mill run indicated 
23.81 pounds of copper per ton of rock 
stamped. 
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Outlook 


With the well-ordered development cam- 
paign going forward, enough money in 
the treasury to cover current emergencies, 
and with a development record sufficiently 
encouraging to date to justify the belief 
that the company will be able to secure 
such additional funds as it may need to 
continue its development and complete its 
equipment, it begins to look as if Seneca 
was passing through its transition from 
a promising prospect to membership in 
the noteworthy family of Lake Superior 
copper producers. Certainly the outlook 
for Seneca may be regarded as promising, 
and the stock should be watched care- 
fully as the copper situation improves, 
and as the mine approaches the productive 
stage; at the same time with due caution 


*in view of the possible effect of an in- 


crease in the number 
shares.—vol. 27, p. 116. 


of outstanding 





A CHEERFUL VIEW 
(Continued from page 266) 








110,000,000 Americans must be satisfied. 
This is a great consuming country. A 
pent-up demand must assert itself sooner 
or later and it is the belief of the 
writer that it will manifest itself just as 
soon as the consuming public realizes that 
the stock of goods is being diminished 
rapidly because productive industry refuses 
to function for want of a fair return on 
its invested capital. New wealth has been 
created out of the soil. Cotton and grain 
crops are large. 

Europe, which has not replenished her 
worn out and destroyed property for 
several years, nor revivified her passive in- 
dustry, must come into our market for 
goods with which to rebuild. Europe 
must bridge the gap caused by the war, 
not only by obtaining materials with which 
to do so, but must soon begin to produce 
in order to effect a normal exchange of 
economic wares. The world is going 
forward. 


We should remember that it takes time 
for constructive forces to co-ordinate 
properly and be made to reflect, in a com- 
posite form, the improvement which has 
actually marked our economic situation in 
the past few months. In the cycle of re- 
adjustment, only two outstanding groups 
have shown little signs of marked im- 
provement: The first embraces the index 
of retail prices which is still uncomfortably 
high and the second division includes the 
element of rent, the high rates of which 
react very unfavorably upon the reduction 
in the cost of living. 

Living costs, while somewhat reduced, 
must decline still further, in order to effect 
the compromise which labor seeks before 
accepting the lower wage scale. Towards 
that end, agitation has been begun for a 
reduction of freight rates on articles of 
necessity, and other industrial conferences 
have been held, all-of which have been 
actuated by a keen desire to complete the 
adjustment of the two unbalanced groups 
above referred to. But security markets 
will be made to mirror these changes 
through the eventual appreciation in mar- 
ket prices, only after we have given proper 

(Continued on page 292) 
































































To Former Subscribers to “The Trend Letter”: 


So many requests have been received from those who formerly subscribed to and 


made money from the Trend Letter that we have decided to resume its publication. 


No doubt you will be very glad to know this. 
Everybody found it profitable to follow the Trend Letter. 


There were certain 


difficulties, such as too large a subscription list, the three point stop order, advices 
by mail, etc., in spite of which the Trend Letter was highly successful. These difficul- 
ties have been overcome by the employment of new methods in resuming the Trend 


Letter Trading Service. 


One reason why many people are unsuccess- 
ful in their trading and investing operations 
in New York Stock Exchange securities is 
because they are satisfied with a few points profit, 
but they permit their losses to run into five, ten or 
fifteen points. 


Why 
Losses 


Prevention The Trend Letter Trading Service reverses 

this rule. It limits losses by a new method 
which at times is combined with the well-known method 
of limiting risk to a definite number of points. 


Action of We have found that the best way to judge 
Market Best the future course of the market is by 
Guide gauging the supply and demand for stocks. 

Certainly this is a far better guide for 
trading purposes than the news or the fundamentals 
which, in the last analysis, merely influence the transac- 
tions which take place in the market. 


The Few In trading you don’t require a long list of 

Best stocks to select from. The Trend Letter 

Stocks Trading Service gives you the one or the few 
best, according to the position of the market 

at the time. 

Quick Our private wires run direct from our office 


Service to the Western Union and Postal Telegraph 
Companies, and in many cases messages are 
sent by the operator in our office, directed to different 
cities, without any relay. 


How the There is no degree of regularity of our ad- 
Service vices. We wire you when the opportunity 
Operates appears. The telegrams read “buy” or “sell,” 


and the name of the stock, and very. often 
give the approximate price at the time advices are sent, 
otherwise you are expected to buy or sell at the market 
price. Advices average from one to two messages per 
week. 





A Three Month’s Trial Will Convince You 


The following gives a brief outline of our new method of 
trading, which we believe you will find highly profitable to follow: 


While we sometimes use what have heretofore 
been known as “stop orders” to limit the risk 
to a certain number of points, we have an im- 
proved method which works out more satisfactorily in 
the long run. This will be explained to you in our gen- 
eral instructions if you become one of our subscribers. 


Price 
Stops 


Profits We do not make recommendation unless we see 

an opportunity to make two or three times the 
amount of the prehable risk. If we risk a few points, it 
is with the expeciation that there will be a profit of five 
or ten points. On one day alone, our subscribers closed 
out two transactions; one with a profit of 5% points in 
U. S. Industrial Alcohol, and the other with a profit of 
3 points in Reading. Some of our subscribers trade in 
considerable amounts and on the profitable transactions 
secure much larger profits than the average. One sub- 
scriber recently said: “That was good information you 
sent me on General Asphalt. I made $110,000 on it.” 


Subscription A trial subscription for a period of three 


Terms 
one point per month on a fifty share lot. 


Only a small amount of capital is required, 
as it is our endeavor tq turn this over fre- 
quently. 


Small 
Capital 


Why Not Is it not reasonable to assume that those who 
Try It? devote their entire time to a study of the 

subject should be able to secure better results 
than any other individuals, especially as the average busi- 
ness man is unable to study out these market operations 
for himself. The order blank below filled out and for- 
warded to us will enable you to satisfy yourself as to 
what we can accomplish for you during a trial period 
of three months. 


H THE TREND LETTER TRADING SERVICE 

. 42 Broadway, New York. 

: Gentlemen:—Please enter my subscription for 3 months. I enclose check for $125, 
t instructions on how the service operates. 

' 

: Mame 2. cccccccccccsscccccse WITTTTTITIITITTTTTTi TTT LT Address 

H June 25 

Senee see 
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months costs only $125, which is less than* 



















Send wires Western Union or Postal. Mail complete 
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A Complete 
Investment Service 


We offer an investment serv- 
ice to out-of-town Banks, Cor- 
porations and Individuals. 


We maintain a special depart- 
ment that keeps in touch with 
the constantly changing in- 
vestment situation, and are in 
a position to render careful and 
reliable advice to out-of-town 
investors by mail. 


Our Booklet 
“Investing by Mail” 
Furnished on request. 








GRAHAM & MILLER 


Members 
New York Stock Exchange 
New York City 


| 66 Broadway 








Evidences are multiplying 
that Americans are near- 
ing the state of apprecia- 
tion of the benefits of in- 
vestment as has long been 
possessed by Europeans. 


Our Partial 
Payment Plan 


enables him of limited un- 
employed funds to pur- 
chase securities before the 
prevailing high interest 
yield is lowered and spread 
payment over a long time. 


We shall be glad to ex- 
plain method on request. 


AE Fitkin &-Co. 
Members VY Stock Exchange 
141 BROADWAY 
New York City 


BOSTON 
PITTSBURGH 


CHICAGO 
LOS ANGELES 








thought and serious consideration to the 
passing events. 


Confidence Must Be Restored 


We must restore confidence. This is 
fundamental and prerequisite to a calm 
consideration of the subject. With con- 
fidence restored, mental equilibrium fol- 
lows. Today we are suffering from many 
of those imaginary ills which never 
materialize. America will succeed because 
it has never known failure, but the slogan 
must be confidence and our faith in the 
future. “Uncle” Joe Cannon aptly stated 
in an article appearing in one of the dailies, 
“We've got to lift the mortgage by prac- 
ticing economy and working more and 
worrying less.” 





WHEN WILL BUSINESS RECOVER? 
(Continued from page 225) 








of wages—is slowly curing itself by the 
economic laws of supply and demand. 
Living costs, with the exception of rent, 
are dropping to. more normal levels, and 
labor will be as well off on a lower scale 
as during the period of high wages when 
the outgo for living had increased to as 
great an extent as wages. We hear in- 
stances constantly of factories that have 
laid off 20% to 25% of their workers and 
still show an equal or an increased pro- 
duction in units. The industrial strength 
of Germany did not rest so much on its 
supply of raw materials as on the effi- 
ciency and industry of its army of work- 
ers. The concern that will survive the 
punishment that most companies have al- 
ready taken and will continue to take for 
the next few months, must develop effi- 
ciency in its organization from the presi- 
dent to the janitor—otherwise it cannot 
survive the competition at home and 
abroad. The farmer is already working 
along the right lines. He is working this 
year instead of leaving it all to the “hired 
man,” and this fall will see him with his 
debts reduced and in a position again to 
become an important factor in the pur- 
chasing power of the nation. 


Laws Won’t Do the Job 


Neither national nor state legislation 
can be the panacea for our present ills. 
What we need is hard work and common 
sense, and with it—the courage that has 
always characterized American business. 
Business in this country has never 
known fuller co-operation from the 
banking interests than during the past 
year, and that support and co-operation 
will continue so long as the “moral 
risk” continues good and the corpora- 
tion is conducting its affairs along sane 
and conservative lines. The success of 
the banks of this country is dependent 
on the success of concerns and indi- 
viduals which use their facilities. It is 
this close co-operation which will in a 
large measure work out the problems 
we still have to face and enable this 
country to reap the full benefits of its 
present position of the richest nation 
in the world—no longer a “debtor na- 
tion” but a creditor nation to the extent 
of from twelve to fifteen billions of 


dollars. 





PAR FOR LIBERTY BONDS? 
(Continued from page 237) 











they have already collected in interest an 
amount almost sufficient to allow them to 
at least break even. Of course, when con- 
sidered from this angle they lose only. the 
interest on their money which any one 
ought to be glad to look upon as a tax or 
gift to the government toward winning the 


war. 
Are the Critics at Fault? 


The people who are clamoring the most 
for a plan which would enable them to 
cash in on their bonds at face value now 
are, as a general rule, lacking in vision, 
optimism and thrift. They are the ones 
who do not hesitate to spend recklessly 
and foolishly large sums of money when 
they are prosperous and then howl be- 
cause they have to sacrifice $15 on a 
Liberty Bond when they are hard up. 

The government says it will pay to 
every holder of Liberty Bonds 100 cents on 
the dollar at maturity and in the mean- 
time a better rate of interest than most 
savings fbanks offer. The government 
will do it, too, and what’s more, the money 
is safer than it would be in a savings 
bank for banks often go broke but the 
government—never—not this government 
of ours with its billions of capital re- 
sources and undivided profits. 

If I had to sell my Liberty Bonds to- 
day I’d take my loss and be glad it wasn’t 
any worse just the same as I’d have to ac- 
cept a loss on many high grade securities 
if 1 sold now. Why single out Liberty 
Bonds? Let them travel with the rest 
of the crowd and shape their course under 
similar conditions. 





THE WORLD’S GREATEST COR- 
PORATION 
(Continued from page 263) 











recover a slightly lower gravity motor 
fuel ordinarily lost to straight-run plants. 
All other Standard refineries use the Bur- 
ton process and pay the Indiana corpora- 
tion royalty. The Standard permits out- 
side plants to use the process, but the con- 
tract requirements do not appeal to inde- 
pendent refiners and they have never 
availed themselves of the offer. By the 
acquisition of the Midwest Refining Co. 
the Indiana corporation becomes the 
largest refining subsidiary of the New 
Jersey corporation and probably its great- 
est single uait in productivity. The Mid- 
west Refining Co. holds stock control and 
by working agreements of a number of 
Wyoming producing organizations that en- 
ables it to control the petroleum industry 
of the Rocky Mountain states, particu- 
larly in the production of crude oil, and 
the Indiana Standard is materially 
Strengthened by the acquisition of the 
Midwest. 


Standard Oil Stocks 


Only four Standard Oil organizations 
are listed on the New York Stock Ex- 
change--the New Jersey holding corpora- 
tion, Atlantic Refining Co., Union Tank 
Line Co. and the California corporation. 
The Standard plan has always been to 
pay off the total capital investment and 
accumulate a large cash surplus before 
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the declaration and disbursement of divi- 
dends, each segregated corporation thus 
standing safely and surely on its own 
financial foundation and becoming a net 
profit producer for the New Jersey cor- 
poration. Depending absolutely on its own 
resources, Standard Oil has never until 
recently “been interested in the stock mar- 
ket and never asked the public for a cent. 
Because of unusual earning capacity mar- 
ket quotations of Standard stocks have 
been from twice par to as high as ten 
times above par, thus putting them wholly 
outside consideration by conservative in- 
vestors, par quite generally having been 
established at $100 a share. Trading 
having been confined to private dealing 
and the Standard itself having no interest 
in stock market trading, there is no oppor- 
tunity for fluctuations and active trad- 
ing that are the life and support of the 
Stock Exchange and The Curb. Standard 
shares have been the Gibraltar of finance 
and immune against market manipulators 
and those whose profits come from fluctua- 
tions. Standard shares have all shrunk in 
quotations, like all shares from gilt-edged 
to cats-and-dogs, but so gradually and 
negligibly that the professional trader and 
speculator had nothing for even a tail- 
hold. Even ‘since the four companies 
named have gone on the big board the 
opening quotation has stood unassailable 
except for the inevitable recession toward 
the basement that is not yet ended. 

Lower-priced shares are gaining in popu- 
larity and the Standard is regularly, as 
new stock issues and notes and bonds ne- 
cessitate readjustments, reducing the $100 
par to $25, this popularizing process ap- 
pearing to have become a new note in the 
ragtime of finance. Even at this reduced 
counter price the cheaper Standard shares 
are quoted at two and three for one, evi- 
dencing their reputed merit. 


The democratization and humanizing 
effects of the world war seem to have 
affected Standard Oil to just about the 
same degree as they have less ponderous 
corporations. Until the signing of the 
armistice Standard Oil was a close com- 
munion, solitaire aggregation, financially, 
asking no favors of the public and grant- 
ing only such favors as seemed likely to 
strengthen the corporations’ position. Since 
breaking the crust Standard Oil has freely 
gone to the public and sought new money, 
the total to date approximating half a bil- 
lion dollars, the New Jersey corporation 
monopolizing the most of it. The Standard 
is carrying on some unusually pretentious 
plans to strengthen its control of the 
petroleum industry, perhaps the most 
notable feature being the establishment of 
stations throughout the world where ships 
of all nations may bunker liquid fuel. No 
single government is in position to do 
what Standard Oil is now doing and ad- 
vertising its bunker stations and the prices 
per barrel for the liquid fuel it offers for 
sale. The larger subsidiaries are also 
seeking new money to expand and keep at 
least a little ahead of competitors. As 
investment securities Standard Oil stocks, 
bonds and notes may be listed among the 
gilt-edged, but many of them, at quota- 
tions, are not attractive to small investors. 
Ground-floor investment is not, ordinarily, 
for us common mortals except as rank 
outside gamblers, and university instruc- 
tors and those wealthy advisers of poor 
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people who offer advice as a recreation, 
like playing golf, undoubtedly keep a lot of 
us from getting rich because of the fetish 
of conservative safety. 





RAILROAD PREFERRED STOCKS 
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Not only is the ratio of debt too high, 
but a very substantial portion is in the 
form of 3%4% bonds maturing in 1925, 
and the probability is strong that they 
will have to be refunded at a materially 
higher rate. This will increase the 
charges ahead of the preferred dividend. — 
vol. 27, p. 759. 

It appears that the risk in Baltimore 
& Ohio preferred and Kansas City 
Southern preferred is about measured 
by the price, and it is possible to obtain 


4% bonds better secured around 50 
to 53. 
PERE MARQUETTE PRIOR 
PREFERRED 


Cumulative railroad stocks have been 
issued only in recent years with the re- 
sult that most of them bear the name of 
reorganized companies. None of the 
stocks discussed thus far is cumulative, 
and it happens that most of the railroad 
cumulative preferreds are not paying div- 
idends. One of the cumulative dividend 
payers is the prior preferred of Pere 
Marguette, on which regular quarterly div- 
idends of 1%4% have been paid since the 
issuance of the stock following the reor- 
ganization in 1917. 

Of the prior preferred, $11,200,000 is 
outstanding, subject to a very conserva- 
tive debt of $44,844,000. The senior issue 
is followed by $12,429,000 junior preferred, 
on which 5% dividends began to accum- 
ulate January 1, 1919, and by $45,046,000 
common. 

Pere Marquette was weakened by its 
loss of income in 1920, due to its rejection 
of the six months’ guaranty and a series 
of unfortunate events that resulted in the 
conduct of operations at a loss. It fol- 
lows that this dividend is not as well se- 
cured as formerly, nor the stock entitled 
to as high a rating.—vol. 27, p. 760. 

Chicago, Rock Island & Pacific has 
two classes of preferred stock, on which 
full dividends are being paid at the rate 
of 7% and 6% respectively. Both issues 
are secured equally as to assets, but the 
7% stock has preference over the 6% 
as to dividends to the extent of 1% in 
any year. After the 7% stock has re- 
ceived 1%, they rank pari passu as to 
further dividends. Both are cumulative, 
but only to the extent of 5%. 

These two provisions are somewhat con- 
trary. As long as full dividends are 
being paid, the 7% stock has an advan- 
tage of 1%. If no dividends were being 
paid, both would accumulate at the same 
rate, and the 7% stock would temporarily 
lose its advantage, 

Of the 7% stock, $29,422,000 is out- 
standing, redeemable at 105, and of the 
6%, $25,135,000, redeemable at 102. Both 
issues are preceded by $289,000,000 debt 


and followed by $74,482,000 common 
stock. 
The tentative valuation of Rock 
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Island has been completed and it shows 
a very large equity for the common 
stock, which is a strong factor in favor 
of the preferred issues. Government 
compensation covered the preferred 
dividend requirements and earnings 
have been running fairly well since the 
return of the property to the company, 
but Rock Island has several financial 
problems to solve, and there are a good 
many who believe that the situation 
would be fraught with less difficulty 
if these dividends were passed, or, at 
least diminished to the cumulative rate 
of 5%.—vol. 28, p. 101. 
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ance sheet—I can’t make it balance by 
about two and one-half millions—Pres- 
ident Fromuth said in part: “During 
the past years the equipments made by 
the Consolidated Railway Electric Light- 
ing and Equipment Company have demon- 
strated their superiority over all others 
for successfully lighting cars by electricity. 
This applies more particularly to the am- 
pere hour meter control patents, and your 
company has begun vigorous action 
against infringers of same, and as the 
ampere hour meter control has been 
adopted as standard by the Pullman Com- 
pany and several of the larger railway sys- 
tems, and is being infringed by other 
manufacturers, a favorable decision, which 
we hope to get shortly, will place your 
company in a very strong position as far 
as car lighting in concerned. There has 
been no time since the formation of your 
company in which conditions and future 
prospects were as encouraging as they 
are as the present time.” 

Remembering what happened to this 
company so short a time after this hope- 
ful prediction by President Fromuth, one 
is to be pardoned for a trace of skepticism 
when reading the latest effusions of this 
same official. 

For those who don’t know—and most 
people don’t—I might say the Clothel Re- 
frigerating Company owns the patents on 
an electric refrigerating machine which 
has been sold mostly to yachts. The offi- 
cers of the Company state that these 
patents are extremely valuable. They are 
certainly carried on the books as such. 
Six millions, minus the worth of the 
plant, is quite a sum to pay for a patent 
on a refrigerator when there are a dozen 
other concerns manufacturing machines 
which many experts claim are at least 
the equal of the Clothel. 


Going Back to the Report 


Going back to the Company’s 1920 re- 
port, the fourth item is “Stock in treas- 
ury $1,261,656.06.” I wonder where in the 
world they found that six cents. From 
any place you sit and view these figures 
they look interesting and intriguing. Let’s 
look at them from several angles, start- 
ing, say, in the Northeast and working 
our laborious way South. 

The total authorized capitalization of 
the Company is 320,000 shares of com- 
mon stock of a par value of $25. The 
stock is, as this is being written, selling 


at $2 a share which means that if the 
Company’s statement is correct, and the 
stock in the treasury is worth $1,261,- 
656.06, there must be in said treasury 
630,828 and a fraction shares of stock. 
As only approximately 50,000 shares are 
really in the treasury, the Company is 
apparently carrying its stock at $25 a 
share while it can be bought on the Curb 


at $2. 


The report for 1919 reads, “Stock in 
treasury $1,717,314.25.” Comparing this 
figure with the figure in the 1920 report, 
it is shown that the management during 
1920 disposed of $455,648 of stock. But 
I have been told that this stock was sold 
at an average price of $2% a share, and 
that 18,000 shares were disposed of. 

A broker, in whose reliability I place 
great confidence, tells me that in 1915 he 
disposed of sufficient stock to enable him 
to turn over to the Company’s: officials 
nearly $350,000. It seems like pounding 
sand into a rat hole. Does the money 
go mostly for officers’ salaries and office 
expense? A concern, whose gross yearly 
business is less than $100,000 can not 
afford to maintain expensive New York 
offices. A few weeks ago only seven or 
eight men were working in the factory 
and they were working but three days a 
week. 


A Recent Installation 


Not long since, the good news was 
widely circulated that Car Lighting had 
landed a large contract and the bears in 
the stock were to be horribly mangled. 
This contract was a government job and 
consisted of installing a refrigerating plant 
on the steamship- Niagara, The installa- 
tion was made last September with the 
understanding that it was to be sub- 
jected to six months’ trial before being 
accepted. The government has now paid 
for this plant, and, so I have been told, 
most of the cash had to be paid over to 
an insider who had discounted the Com- 
pany’s notes because of his knowledge of 
this government contract. 

Considering the success of this instal- 
lation it is to be deplored that the man- 
agement has not devoted more time to 
marketing refrigerators. But, after all, 
it costs less to engrave a certificate than 
to build a refrigerator, and, up to date 
Car Lighting has found but small profit 
in the latter line of business. 

All prognostications must be predicted 
on past performances, so my guess is that 
so long as some of the people can be 
fooled all of the time, and, so long as the 
treasury stock holds out, Car Lighting 
will do well. 

And I don’t know that I shall shed many 
tears over their victims. My sympathies 
might go out to one who inadvertently 
opened a bad egg, but, from one who ate 
thereof, I would turn away. 
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bered 28 and the spindles 329,560. By 
April, 1920, 78.36% of this industry had 
been restored. 

“Manufacture of artificial silk was a- 
leading industry before the war and con- 
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tinues to be so under the Chardonnet and 
Viscose processes. Production before the 
war averaged 2,700,000 kilos (1 kilo—22 
pounds) a year. Of the four largest plants 
then existing, only one was able to resume 
manufacturing in July, 1919. The others 
followed at intervals of a month. The de- 
































35 2 mand for the output, especially from the 
Curb United States, has been heavy and annual 
reports of companies continue to show 
tej growing prosperity. Some have extended 
1% & their business, and one large Belgian con- 
this cern has begun manufacturing artificial silk 
port, in the United States by the aid of Ameri- 
td can finance. According to recent official - 
But statement, this industry has resumed over 
sold F  <g% of its 1913 status.” 
and 
lace Future of the Belgian Congo 
he The economic future of the Belgian 
him Congo, 80 times as large as Belgium 
‘ials proper, and about one-third of the size of 
ling the United States, is so great as to make 
ney all speculation seem paltry. 
fice The Congo combines a _ considerable 
rly wealth of the most valuable tin, coal and 
not iron ore, metals and diamonds, with un- 
ork limited agricultural possibilities, enormous 
or forests and about 9,400 miles of easily navi- 
ry gable rivers, of which 5,000 are already 
a provided with regular and efficient steam- 
boat service. 
Trade in the Belgian Congo is free to 
all. Business can be carried on by private 
as individuals or by corporations created in 
id the Colony, in Belgium or in a foreign 
in country. 
d. It is interesting to note some gf the 
d goods imported into the Congo: cotton 
it textiles, steamers, engines, railroad equip- 
4 ment, machinery, building material, shoes, 
. beverages, clothing, etc. 
P Products exported from the Congo are 
4 mostly of vegetable nature; however cop- 
per is being exported in steadily increasing 
' quantities. Some of the most important 





exports are palm oil, coal, rubber, cocoa, 
copper, gold, diamonds and ivory. 

In 1919, 40,000 tons of palm oil, 23,000 
tons of copper, gold to the value of 90,000,- 
000 francs and diamonds to the value of 
100,000,000 francs were exported. 

In the beginning of 1919, there were 
1,300 miles of railroad in operation and it 
is possible now to go by train and steamer 
from the Upper Congo to Cape Town in 
wouth Africa or to Beira in the Portu- 
guese Mozambique or across the erstwhile 
German East Africa to the Indian Ocean. 
There is contemplated a road which -would 
connect a point in the Lower Congo near 
the Atlantic Coast with a point on the 
Elizabethville-Bukama line in the south- 
eastern section of the Colony in the Prov- 
ince of the Katanga. In this latter place 
are located mining interests such as cop- 
per, tin, gold, diamonds and iron, 

The opportunities for agricultural, com- 
‘mercial and mining development in the 
‘Congo are almost unlimited, and this 
‘Colony will prove to be one of the most 
valuable assets of Belgium. 

We may note in the last few years, the 
organization of the Katanga region, the ex- 
pansion of the city of Elizabethville, the 
development of the city of Kinshasa, the 
improvement of all the principal centers in 
-the Colony, the building of 1,400 kilometers 
-of railroads, the buoying of the upper 
-Congo River and of the Kasai River, the 
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development of the flotilla on the upper 





Congo, the creation of the port of Ango 
Ango and the extension of the railroad to- 
wards it, etc. 

In a tabulation accompanying this article 
may be found statistics relative to the 
general and special commerce in the Congo 
in 1920; also statistics relating to the 
special foreign trade of Belgium. As the 
former shows, during the first three 
months of 1921, the value of Belgian im- 
ports decreased 328,687,000 francs and the 
value of Belgian exports . increased 
215,252,000 francs in comparison with the 
first three months of 1920. 


Labor Conditions 

If we consider labor conditions in Bel- 
gium, we cannot help noticing a relative 
stability as compared with conditions pre- 
vailing in other war-torn countries. Aside 
from the remarkable administration of the 
Belgian Government, which includes in its 
Cabinet members of the labor party as well 
as of the others, perhaps we can trace the 
cause of this stability to the fact that the 
armistice opened for the Belgian laborers 
an era of increased wages rather of re- 
duced wages. 

I may say also that the Belgian laborer 
has a natural instinct for thrift and is re- 
markably organized at present -in co-opera- 
tive societies. Foremost among these is 
the “Vooruit” of Ghent, which owns as- 
sets estimated at 30,000,000 francs. This 
society comprises 15,000 families, includes 
10 buildings, has a theatre with a seating 
capacity of 2,500, has a labor bank with 
deposits aggregating over 6,000,000 francs, 
runs a bakery with a daily output of more 
than 44,000 pounds of bread, has five retail 
drug stores and various mills. 

The farmers have in the “Boerenbond” 
another of these co-operative societies. The 
assets of this society are estimated at about 
50,000,000 francs. Its organization com- 
prises technical advisers on cattle raising, 
building, engineering, a sales as well as a 
purchase committee, a central credit bank 
and a general insurance board. 

There may have been, of course, some 
localized labor disturbances throughout 
Belgium, since the armistice; there has not 
been, however, any general strikes. Natur- 
ally, conflicts between labor and capital can- 
not be helped after such a crisis as war and 
the invasion of the country. It is signifi- 
cant, however, that most of the labor trou- 
bles in Belgium have been settled without 
serious difficulty. On one hand, the em- 
ployers have realized that increased cost of 
living justifies increases in pay; on the 
other hand, the employees have realized to 
an equal degree the absolute necessity of 
renewing and increasing production as a 
pre-requisite to the restoration of the coun- 


try. : 
Trade Opportunities 

The following quotes in part an inter- 
view granted a few days ago by Baron de 
Cartier, the Belgian Ambassador at Wash- 
ington : 

“Belgium needs American goods. She 
has a ready market for raw materials— 
wheat, clothing, foodstuffs, and all sorts 
of manufactured articles. When the Ger- 
mans left Belgium, they had sucked her 
dry; after their departure one could not 
buy even a pocket knife. It takes a long 
time to restock a nation, and American 
goods are wanted—wanted badly. But 











RAILROAD 
MAP 








Sent without obligation 
Ask for No. M.W. 143 


Atch., Topeka & 


Great Northern 
N. Y. Central 
N.Y. N. H. & @. 
Northern Pacific 
Pennsylvania 
Reading 

Southern Ry. 
Union Pacific 





Baltimore & Ohio 
Chesapeake & Ohio 
Chi., Mil., & St. Paul 
Chi., R. I. & Pac. 


and many others 


St. Fe 











COMPARATIVE 


ANALYSIS 





MOSHER; WALLACE 


peiugy Fwy me - 
NewYork. luce Exchange. 
MEMBERS Consolidated Stock Exchange 


of New York. 


35 Broadway 3°. 


ONE: WHITENHALL 1 


E, 4224 St. 


VANDERBILT 10250 








Valuable 


Comparison 


Post War 


Business Readjustments 
Reflected in 


Security 
Prices 
TABULATION 


W.M.Walsh&Co. | 


New York 


44 Broad Street 

















A Cigar You Can 
& Bank on 

= SPRIMADO 
PERFECTO 


$6 Box of 50 


12c apiece! 


TRY A FEW FREE 


Out of the box—if you're not completely 
satisfied, your money refunded immedi- 
ately. 

These SPANISH HAND-MADE cigars 
are made at our own plantation in 
Melina, Cuba, where the finest flavored 
tobacco is grown. Sold for 25c at ex- 
clusivé clubs and hotels ONLY. Free 
deliveries in New York or Brooklyn— 
or by mail, 10¢ extra for parcel post- 
age. State preference for mild, medium 
or strong. 


PHONE—CALL— WRITE 
H. A. GEIST CO. 


Established 39 years. 
246 Pearl St. N: Y. C. 
Bet. John & Fulton St. John 2323 

















CITIES SERVICE COMPANY 
<=) 


We have prepared a thorough 
analysis of the present situation 
of the Cities Service Company 
which should be of unusual inter- 
est to every stockholder. We 
would be pleased to send this free 
upon request. 


Cc. P. DOW & CO. «. 


Founded 1892 
10 State Street, BOSTON, 1 












Handbook of 
Active Stocks 


A 200 page booklet full 
of interesting facts and 
figures on 2,000 active 
stocks and bonds. Con- 
tains statistical and price 
history. Copies 

while edition lasts. 


Write for A-14 


RopDnNeEY @ Co. 
Odd Lot Specialists 
55 Broadway New York 
Phone Whitehall 1432-3-4-5 




















Belgium cannot buy from America under 
the present rates of exchange; for this 
reason she is satisfying her needs in other 
markets where the Belgian franc has a 
purchasing power more nearly normal and 
where longer credits are granted. 

“Belgium has many things to sell which 
America needs and which do not compete 
with American industries. Belgian laces, 
linens, lingerie, plate glass, window glass 
and cotton goods are ready for sale there 
in good quantities. It is by purchasing 
from Belgium that America can hope to 
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build up a market for purchase here by 
Belgium, when exchange returns to normal, 
for Belgium lives by transforming ma- 
terials into salable products and to im- 
port more must export more. Natural eco- 
nomic barriers are to be expected and will 
work themselves out in time, but artificial 
barriers can only be considered unfortunate. 

“Belgium’s economic position is good. 
The deficit in her budget will turn to a 
surplus when reparations payments by the 
Germans begin; deficit is due now chiefly 
to amounts expended in reconstructing Bel- 
gian districts devastated during the war. 

“Germany pays the first $500,000,000 of 
the reparations to Belgium and about 8% 
thereafter. When these payments are under 
way, Belgian finance will be in a splendid 
condition. There can be no discussion 
about Germany’s paying: The time of dis- 
cussion has passed, and it is up to them to 
assume their first obligations and pay 
honorably. It is a mistake to dqthe worry- 
ing for them—let them do it. Germany can 
and will pay. 

“Belgium has taken a leaf from the 
American book and is only too glad to copy 
certain features of the American policy.” 

Imitation is a privilege of friendship. 
Moved by the success of the American 
Chamber of Commerce in Be!gium, similar 
institutions have been established by Bel- 
gians in the United States and all informa- 
tion relative to business conditions in Bel- 
gium can now be obtained from the Secre- 
tary of the Belgian Chamber of Commerce, 
281 Fifth Avenue, New York City. Valu- 
able information can also be secured from 
the “Comité Central Industriel de Belgique, 
33, Rue Ducale, Brussels.” 

Leading American banks, such as the 
Guaranty Trust Company, the National 
City Bank, the American Foreign Banking 
Corporation, have agencies in Belgium. In 
turn, the Banque Belge pour |’Etranger is 
opening a branch in New York, at 67 Wall 
street, under the directorship of Mr. W, A. 
Hoehn, 

During the last four years a great many 
ties have been woven between Belgium and 
the United States. These ties have linked 
these two countries in battle and victory. 
They will unite them in peace also. 





TIME TO BUY BONDS 
(Continued from page 237) 











On the other side, is the vastly im- 
proved credit outlook that has come 
about as a result of this readjustment 
and the prospect that there will be fur- 
ther improvement in this direction 
should industrial conditions become 
worse. In view. of this situation it 
would seem, therefore, that whichever 
way the wind blows, bond prices should 
not go much below the present level. 
Prices of securities, both stock and bonds, 
have now been reduced to a point where 
much that is unfavorable would seem to 
have been discounted. Practically all the 
bad news has become exhausted. Most of 
the more important dividend suspensions 
have been announced, thus relieving the 
market of that uncertainty. Steel and cop- 
per conditions could not very well be any 
worse without complete suspension of 
operations. Price cuts in various com- 
mercial lines have been carried to a point 





where a substantial buying wave should 
soon set in. 

Any developments of the next few weeks 
should, therefore, be of a constructive 
mature rather than of an unfavorable 
character and it would seem advisable for 
investors contemplating purchases to make 
same at this level rather than to wait for a 
further reaction. Prices may possibly 
go a bit lower but those who postpone 
making their commitments at this time 
run the risk of missing the present 
market opportunity. 


Easier Money Prospects 

One of the most important influences 
underlying and advancing bond market 
is the prospect of easier money condi- 
tions. It is very encouraging there- 
fore to note the improvement that is 
taking place gradually in the banking 
position of the country. The combined 
reserve ratio of the Federal Reserve 
System has now risen to the highest 
percentage since the early part of 1918, 
the betterment being due largely to 
heavy gold importations and decreased 
note circulation. The reserve position 
of the New York .bank in particular, 
has strengthened considerably, thus 
foreshadowing another cut before long 
in the New York re-discount rate. It 
will be remembered that the New York 
bank lowered its rate in the early part 
of May from 7% to 6%%. At that 
time, the reserve ratio stood at 55.5%. 
Now with the ratio nearly 10 points 
higher it is logical to assume that a 
6% rate will be ordered. Such a reduc- 
tion would probably place all reserve 
banks on a similar basis in this respect 
since it could be taken for granted that 
the remaining banks with a 6%4% rate 
would follow New York’s example in 
adopting the 6% rate. 

The recent action of the commercial 
paper and time money markets also 
gives rise to the expectation that easier 
money conditions are not far distant. 
Commercial paper for some little time 
has been quoted at 7% and higher. 
Lately there has been a small amount 
of paper offered at 6%% with most of 
the busiriess being done at 64%. The 
time money market as yet has not 
shown any noticeable improvement but 


the downward tendency of call mosey » 


rates should soon bring offerings of 
time money in the market. 

As regards price’: movements of spe- 
cial issues and special groups there 
have been several features worthy of 
note. Liberty Bonds for example have 
been unusually active with heavy trad- 
ing in the Liberty 3%s, the Third and 
Fourth 4%s and the Victory 4%s. The 
latter recently touched a new high for 
the year as did the 33s, the strength 
in these issues being due largely to the 
favorable sentiment created by the 
Treasury offering of $500,000,000 1-Year 
Certificates and Three-Year notes. 
This offering marks the first step of 
the Government in distributing its short 
term obligations over a longer period 
and thus takes a load off the market 
temporarily. The demand for the 
534% notes issued by the Government 
was particularly heavy, the attraction 
being their tax exemption feature. The 
New York State issue of $31,000,000 
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DIVIDEND NOTICES 





American Woolen Company 


(Massachusetts Corporation) 
QUARTERLY DIVIDENDS. 

Notice is hereby given that the regular quar- 
terly dividends of Src Dollar and Seventy-Five 
Cents ($1.75) per share on the Preferred Stock 
and One Dollar and Seventy-Five Cents ($1.75) 
per share on the Common Stock of this m - 
pany will be paid on July 15, 1921, to stock- 
holders of record June 16, 1921. 

Transfer books will be closed at the close of 
business June 16, 1921, and will be reopened at 
the opening of business June 29, 1921. 

WILLIAM H. DWELLY, Treasurer. 

Boston, Mass., June 3, 1921. 





PACIFIC OIL COMPANY 


A dividend of one dollar and fifty cents ($1.50) 
per share on the Capital Stock of this Company 
has been declared payable at the Treasurer's 
Office, No. 165 Broadway, New York, N. Y., on 
Wednesday, July 20, 1921, to stockholders of 
record at three o'clock P. M., on Monday, June 
20, 1921. The stock transfer books will not be 
closed for the payment of this dividend. Cheques 
will be mailed only to stockholders who have filed 
dividend orders. 

HUGH NEILL, Treasurer. 

New York, June 9, 1921. 





EASTERN ROLLING MILL COMPANY, 
BALTIMORE, MARYLAND. 


A quarterly Dividend of Two Per Cent 
(2%) has been declared on the Preferred Stock 
of this Oompany, payable July ist, 1921, to 
stockholders of record at close of business June 
18th, 192). 

Transfer 
be mailed, 


books will remain open. Checks will 


L. J. JONES, Secretary. 
June 14, 1921. 





UNITED STATES REALTY & 
IMPROVEMENT COMPANY 


111 Broadway, New York. 
June 27, 1921. 
The coupons on this Company’s Twenty-year De- 
benture 5% Bonds, Due on January Ist next, 
will be paid on July ist wpon presentation at 
the Company’s office 1115 Trinity Building. 
ALBERT E. HADLOCK, Treasurer. 





U. S. STEEL—The Real Leader 
discussed in current issue of 
Securities Suggestions 
=! ___ Free on request a 
R.C.MEGaARGEL& Co. 


27 Pine Street, New York 

















GERMANY 


is again resuming a position that 
made her an international power in 
the trade world which is now being 
reflected in the value of German 
Marks. Foreign securities, especially 
German Bonds, have been steadily 
advancing in Fs during the past 
few weeks. e are offering, sub 
ject to prior sale, 


1,000,000 Marks 
Bremen 44% Bonds 


Bremen is one of Germany’s great- 
est seaports and wealthiest states. 
We recommend these bonds for in- 
vestment, offering opportunity for 
tremendous appreciation in market 
vaiue. 


Complete information on request 


Weidner & Comey. 
115 Broadway, N. Y. 
Rector 6975 
DIRECT PRIVATE comer 
TO PRINCIPAL CITIES 








for JUNE 25, 1921 


5% bonds also met with a ready re- 
sponse from investors for the same 
reason. 

Rail Bonds Dull 

In spite of the better outlook for 
railroads, bonds of this class have 
shown no improvement in price. Rail- 
road bond buyers, evidently, are not 
yet satisfied that the turn in the situa- 
tion justifies placing their funds in these 
securities. In view of the change for 
the better in railroad earnings, how- 
ever, and the reduced wage schedules, 
it would seem that good railroad bonds 
offer a better investment opportunity 
at this level than any other class of 
securities with the possible exception 
of the public utility issues. Some of 
the low priced bonds in particular are 
in a favorable position and should 
record substantial gains in an advanc- 
ing bond market. The yields obtain- 
able on a number of these issues range 
from 74% to 9% and yet their invest- 
ment worth is such as to justify a yield 
of not much more than 7%. An ad- 
vance in this section of the list is long 
overdue and such an advance seems one 
of the certainties of this Summer’s bond 
market. 

The advance in Foreign Government 
issues has been temporarily halted due 
to the lack of interest displayed by in- 
vestors in the latest French offering. This 
loan was not snapped up as readily as 
some of the other foreign bonds recently 
placed in this country and the sentiment 
towards such issues has since undergone 
a change. It was expected that the French 
offering would be followed by numerous 
other foreign issues, but the poor. recep- 
tion accorded the French loan has evi- 
dently induced bankers to go slow in 
the matter of foreign financing. 





MOTORDOM’S MAN OF MYSTERY 
(Continued from page 234) 











tors of New York: Durant Motors of 
Michigan will manufacture at either the 
Detroit or Lansing plants; and Durant 
Motors of California, in charge of W. C. 
Durant’s son, R. C. Durant, and a group 
of others including C. M. Steves, A and 
L. Warmington, H. T. McKnight, Capt. 
A. G. Waddell, J. E. Appleby, Capt. Eddie 
Rickenbacker and Chas. Dunham. The 
Durant Motors Co. of California is cap- 
italized at $3,000,000. Of this amount, 
young Durant has taken $2,000,000, while 
his associates and their friends have taken 
more than half of the remaining million. 
Durant Motors Corp. of New York, will 
be the holding company, from the offices 
of which all contracts for material will be 
negotiated. This office will be under di- 
rect charge of W. C. Durant himself. 


Other Leaders to Join Durant? 


Rumors are still thick regarding the 
possibility of a great many other leaders 
in the automotive industry joining Durant, 
and it is very probable that within the 
next few days additional announcements 
will be made of fresh recruits to his al- 
ready large and competent staff. 


ral our factory, B 
FOMENTO CUBA RIC 4%- 
inch, Londres shaped, sila, toe 

ported filler, 10c size. Smoke 
any five of these delightful- 
ly mild cigars, then either 
send $4.! 
rest at our expense. No 
charge for the five 
smoked. We'll take a 
chance of your 
enjoying them _, 
so well you'll% 

order more. 
No money in advance. 







us to send yee poveels — 


a FIFTY 














or return the 






rated, give busi- 

ness connections or 

references. 

Send order today! 

DIAZ HAVANA CO., Manufacturers, 
“M.W.S. Div., Tampa, 

















SAFETY 
The safety of Georgia farm 
mortgages is absolute. T 
and 8% interest. No loan 


made for over half a: 
valusof property. ‘ities tm. 


vestigated and guaranteed. 








W. G. SOUDERS & CO. 


31 Nassau St. 
New York 


Milwaukee 





Investment Bonds 
288 South La Salle St. 
Chicago, Ill. 


ew 
Detroit 
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Hmerican Banker 
=——:— NEW YORK —————_ 
OLDEST AND MOST WIDELY CIRCULATED 
Banking Journal in America 
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STOCKHOLDERS LISTS 
in Over Two Th Corp 
Write for catalog 


WM. JONES 


Auditors, Inc. 
116 Broad St. ew York City 
Tel. Bowling Green 6811-8812 

















J.Leroy Brookes & Co. 


Stock & Bond Brokers 
Los Angeles, Cal. 
“The House of Personal Service” 











IGNORANCE OF 
WALL STREET 


lack of trading knowledge, buy- 
ing stocks at top prices, are 
some of the many reasons people 
fail to profit in the market. 


Timely Warning 


would aid people to avoid these 
pitfalls. Our Service warned sub- 
scribers in advance of the May 
break in stocks just as in case 
of the breaks in March and ear- 
lier. However, we are now rec- 
ommending certain stocks on the 
buying side that show great 
profit possibilities. 

Send for FREE Sample M.W. 

Or, better still, enclose $10 for 

a month's trial subscription. 


Town Topics 5 Financial Bureau 


44 Broad Street New York 











STEDI 


etc., listed below have been 
prepared with the stint care by houses of the highest standing 
Tier FUL be weled request direct from the issuing firm to the readers of THE 
OF WALL “ST FREE OF CHARGE. 


We pivice car seadese so frosty take obven 


with what is 


immediate touch in, on in W 
It is a “Specialized Service f to Binks 


he es een ee 


without any expense or 


Advertising Dept. 
MAGAZINE OF WALL STREET, 42 Broadway, New York pe 


“EQUIPMENT TRUST SECURITIES” 
Describes the many special 
features of railroad equipment 
trust securities, with an inter- 
esting discussion of the origin 
and development and the oper- 
ating features of the Philadel- 
phia Plan. Sent on’ “so 


RESULTS OF WHAT TWO 
INVESTORS DID 
The complete story of what 
happened to Smith and Jones is 
interesting, and may prove prof- 
itable to you. The problem of 
how to invest your money safely 
and profitably may be solved by 
reading their story. It is told 
in a pamphlet entitled “Two 
Men and Their Money.” (133) 


COMMON SENSE IN INVESTING 
MONEY 
This booklet has been com- 
piled to help everyone who 
wishes to invest money safely. 
It will appeal strongly to all 
who are practising thrift, who 
are spending less than they 
make and who, from month to 
month, and year to year, are 
building up a surplus to safe- 
guard the future. (128) 


PARTIAL PAYMENTS 

An interesting booklet has 
been prepared by an old-estab- 
lished Stock Exchange firm, 
which explains in detail haw the 
small investor can take advan- 
tage of present low prices in se- 
curities by making moderate ini- 
tial payments and small monthly 
payments thereafter. (137) 








In this one volume are combined the 
following publications: 


High Wield Edition Bond Values. ae 
— © Sl Maeicdscateceszesvcectes 6.00 


taney THR, sccecactsnccseccseesens 3.00 
This book is even more comprehensive 
since it gives the yields from 2.90 to 15% 
roughout the entire maturities, 6 
months to 100 years, and has all coupon 
rates commonly used. 
Price $13.00 (Pocket Edition) 
Write for full particulars—to-day 
Financial Publishing Co. 
“Service Books of Finance” 
controlling the 











THE THRIFT ROAD TO 
INDEPENDENCE 


A book explaining the partial 
payment plan. (148) 


FIRST MORTGAGE INVESTMENTS 
SECURED BY REAL ESTATE 
A handsome illustrated book 


showing the many advantages 
of this type of investment. (149) 


THE COPPER STOCKS 


A series of letters comprehen- 
sively analyzing the copper 
stocks. (150) 


NON-CALLABLE BONDS 


An interesting letter showing 
some excellent investment bonds. 


(151) 


CANADIAN MOTORS 


An interesting descriptive cir- 
cular, which discusses the busi- 
ness and status of one of the 
largest Canadian motor manu- 
facturers, is now ready for dis- 
tribution to investors. (141) 


WHAT TO DO WITH YOUR 
SAVINGS 
A valuable booklet for the 
man who would attain financial 
independence, discussing a par- 
tial payment plan of merit. (143) 


GEORGIA FARM MORTGAGES 


A_ beautifull illustrated book, 
setting forth Georgia’s appeal to 
investors. (152) 


Curb Securities 


Bul, Freivay & Co. 
INVESTMENTS 
66 Broadway New York 








U.S.Steel Common 





T have prepared a little chart covering 
the fluctuations in this stock from Oc- 
tober 15, 1917, to September 13, 1918. 


Puts and Calls closed out for my clients 
during 1918 returned them from $721 to 
$4,730 Net Profit over their cost price. 
Similar opportunities, if not better, ex- 
pected in the coming year. 


Puts and Calls enable you on a small 
cash outlay to take advantage of the 
fluctuations either way with your cost 
and risk at all times limited to the 
dollar while profits are unlimited or all 
that a rise or a decline in a stock 
permits. 


OUT OF TOWN CUSTOMERS 


My out of town customers who are not 
in touch with the market are able to 
take advantage of the fluctuations with 
Puts and Calls just as though they were 
in my office. So can you. My private 
telegraph code enables you to do this. 
Write for Booklet M-W, it explains how 
they operate. Price list and a copy of 
the above chart will be included. 


WM. H. HERBST 
Dealer in Puts and Calls 
Endorsed by Members of the N. Y. 
Stock Exchange 


2) Broad Street, New York City 
Tel. 1007 Rector Estab. since 1898 

















PUTS & CALLS 


If stock market traders un- 
derstood the advantage derived 
from the use of PUTS & 
CALLS, they would familiar- 
ize themselves with their op- 
eration. 


PUTS & CALLS place a 
buyer of them in position to 
take advantage of unforeseen 


happenings. 
The risk is limited to the cost 
of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence Invited. 


GEO. W. BUTLER 
Specialist in 
Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORE 
Phones: Rector 9076-9079 
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